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TITLE  7— AGRICULTURE 

Chapter  VII — Production  and  Market¬ 
ing  Administration  (Agricultural  Ad¬ 
justment),  Department  of  Agriculture 

Part  723 — Cigar-Filler  Tobacco,  and 
Cigar-Filler  and  Binder  Tobacco 

PROCLAMATION  OF  NATIONAL  MARKETING 
QUOTAS  FOR  1954-55  MARKETING  YEAR 
AND  APPORTIONMENT  OF  QUOTAS  AMONG 
THE  SEVERAL  STATES 
Sec. 

723.501  Basis  and  purpose. 

723.502  Findings  and  determinations  with 

respect  to  the  national  marketing 
quota  for  clgar-flller  tobacco  for 
the  marketing  year  beginning  Oc¬ 
tober  1,  1954. 

723.503  Findings  and  determinations  with 

respect  to  the  national  marketing 
quota  for  clgar-flller  and  cigar- 
binder  tobacco  for  the  marketing 
year  beginning  October  1,  1954. 

Authority:  55  723.501  to  723.503  Issued 
under  sec.  375,  52  Stat.  66.  7  U.  S.  C.  1375. 
Interpret  or  apply  secs.  301,  312,  313,  52  Stat. 
38,  as  amended;  7  U.  8.  C.  1301,  1312,  1313. 

§  723.501  Basis  and  purpose,  (a) 
Sections  723.501  to  723.503  are  issued  to 
announce  the  reserve  supply  level  and 
the  total  supply  of  cigar-filler  tobacco 
and  cigar-filler  and  cigar-binder  tobacco 
(exclusive  of  type  46  which  has  been 
designated  (15  F.  R.  8214)  as  a  separate 
kind  of  tobacco)  for  the  marketing  year 
beginning  October  1,  1953,  to  establish 
the  amounts  of  the  national  marketing 
quotas  for  cigar-filler  tobacco  and  cigar- 
filler  and  cigar-binder  tobacco  for  the 
marketing  year  beginning  October  1, 
1954,  and  to  apportion  the  quotas  among 
the  several  States.  The  findings  and 
determinations  by  the  Secretary  con¬ 
tained  in  §§  723.502  and  723.503  have 
been  made  on  the  basis  of  the  latest 
available  statistics  of  the  Federal  Gov¬ 
ernment,  and  after  due  consideration  of 
data,  views,  and  recommendations  re¬ 
ceived  from  cigar-filler  tobacco  and 
cigar-filler  and  cigar-binder  tobacco 
producers  and  others  as  provided  in  a 
notice  (18  F.  R.  5391)  given  in  accord¬ 
ance  with  the  Administrative  Procedure 
Act  (5  U.  S.  C.  1003). 

( b )  Since  the  Agricultural  Ad j  ustment 
Act  of  1938,  as  amended,  requires  the 
holding  of  a  referendum  of  tobacco  pro¬ 
ducers  within  30  days  after  the  issuance 
of  a  proclamation  of  the  national  mar¬ 
keting  quota  to  determine  whether  such 


producers  favor  marketing  quotas  and 
requires,  insofar  as  practical,  the  mailing 
of  notices  of  farm  acreage  allotments  to 
farm  operators  prior  to  the  date  of  the 
referendum,  it  is  hereby  found  that  com¬ 
pliance  with  the  30-day  effective  date 
provision  of  section  4  of  the  Administra¬ 
tive  Procedure  Act  is  impracticable  and 
contrary  to  the  public  interest.  There¬ 
fore,  the  proclamation  and  apportion¬ 
ment  of  the  national  marketing  quotas 
contained  herein  shall  become  effective 
upon  the  date  of  filing  with  the  Federal 
Register. 

§  723.502  Findings  and  determinations 
with  respect  to  the  national  marketing 
quota  for  cigar-filler  tobacco  for  the 
marketing  year  beginning  October  1, 
1954  ’ — (a)  Reserve  supply  level.  The 
reserve  supply  level  for  cigar-filler  to¬ 
bacco  is  143,200,000  pounds,  calculated, 
as  provided  in  the  Agricultural  Adjust¬ 
ment  Act  of  1938,  as  amended,  from  a 
normal  year’s  domestic  consumption  of 
49,000,000  pounds  and  a  normal  year’s 
exports  of  1,000,000  pounds. 

(b)  Total  supply.  The  total  supply  of 
cigar-filler  tobacco  for  the  marketing 
year  beginning  October  1,  1953,  is  152,- 
900,000  pounds  consisting  of  carry-over 
of  118,000,000  pounds  and  estimated  1953 
production  of  34,900,000  pounds. 

(c)  Carry-over.  The  estimated  carry¬ 
over  of  cigar-filler  tobacco  at  the  begin¬ 
ning  of  the  marketing  year  for  such 
tobacco  beginning  October  1,  1954,  is 
102,400,000  pounds  calculated  by  sub¬ 
tracting  the  estimated  disappearance 
for  the  marketing  year  beginning  Octo¬ 
ber  1,  1953,  of  50,500,000  pounds  from 
the  total  supply  of  such  tobacco. 

(d)  National  marketing  quota.  The 
amount  of  cigar-filler  tobacco  which  will 
make  available  during  the  marketing 
year  beginning  October  1,  1954,  a  supply 
of  cigar-filler  tobacco  equal  to  the  re¬ 
serve  supply  level  of  such  tobacco  is 
40,800,000  pounds  and  a  national  mar¬ 
keting  quota  of  such  amount  is  hereby 
proclaimed.  It  is  determined,  how^ever, 
that  a  national  marketing  quota  in  the 
amount  of  40,800,000  pounds  would  be 
inadequate  to  meet  market  demands 
during  the  1954-55  marketing  year  and 
such  amount  is  hereby  increased  by  15 
percent.  Therefore,  the  amount  of  the 


*  Rounded  to  the  nearest  tenth  of  a  million 
pounds. 

(Continued  on  p.  G445) 


CONTENTS 

Agriculture  Department 

See  Production  and  Marketing 
Administration. 

Army  Department 

Rules  and  regulations: 

National  Guard  regulations; 
enlisted  men;  correction _  6454 

Civil  Aeronautics  Board 

Rules  and  regulations : 

Airplane  airworthiness,  normal, 
utility,  acrobatic  and  trans¬ 
port  categories;  special  civil 
air  regulation;  basis  for  ap¬ 
proval  of  modification  of  air¬ 
plane  types  Douglas  DC-3  and 
Lockheed  Li-18 _  6448 

Civil  Service  Commission 

Rules  and  regulations: 

Competitive  service,  exceptions 
from;  miscellaneous  amend¬ 
ments _  6447 

Coast  Guard 

Rules  and  regulations; 

Waivers  of  navigation  and  ves¬ 
sel  inspection  laws  and  regu¬ 
lations;  vessels  operated  by 
Pacific  Micronesian  Lines, 

Inc.  (2  documents) _  6455 

Commerce  Department 

See  also  International  Trade  Of¬ 
fice;  National  Production  Au¬ 
thority. 

Notices : 

Business  and  Defense  Services 
Administration;  organiza¬ 
tion  and  functions _  6503 

Customs  Bureau 

Notices: 

Portuguese  Colony  of  Timor; 
addition  to  “No  Consul”  list-  6502 

Defense  Department 

Rules  and  regulations: 

Defense  contract  financing;  re¬ 
designation  of  subchapter _  6453 

Defense  Mobilization  Office 

See  also  Defense  Rental  Areas 
Division. 

Rules  and  regulations: 

ODM  policy  guidance  on  Gov¬ 
ernment-owned  equipment _  6454 

Defense  Rental  Areas  Division 

Rules  and  regulations: 

Quantico,  Va.;  defense-rental 
areas: 

Hotels _  6454, 


6443 


6444 


RULES  AND  REGULATIONS 


FEDERAL^REGISTER 

^  imu r>n ^ 


Published  dally,  except  Sundays,  Mondays, 
and  days  following  official  Federal  holidays, 
by  the  Federal  Register  Division,  National 
Archives  and  Records  Service,  General  Serv¬ 
ices  Administration,  pursuant  to  the  au¬ 
thority  contained  in  the  Federal  Register 
Act,  approved  July  26,  1935  (49  Stat.  500,  as 
amended;  44  U.  S.  C.,  ch.  8B),  under  regula¬ 
tions  prescribed  by  the  Administrative  Ctom- 
mittee  of  the  Federal  Register,  approved  by 
the  President.  Distribution  is  made  only  by 
the  Superintendent  of  Documents,  Govern¬ 
ment  Printing  Office,  Washington  25,  D.  C. 

The  regulatory  material  appearing  herein 
is  keyed  to  the  Ckxle  of  Federal  Regulations, 
which  is  published,  under  50  titles,  pursuant 
to  section  11  of  the  Federal  Register  Act,  as 
amended  June  19,  1937. 

The  Federal  Register  will  be  furnished  by 
mail  to  subscribers,  free  of  postage,  for  $1.50 
per  month  or  $15.00  p>er  year,  payable  in 
advance.  The  charge  for  individual  copies 
(minimum  15^)  varies  in  proportion  to  the 
size  of  the  issue.  Remit  check  or  money 
order,  made  payable  to  the  Superintendent 
of  Dwuments,  directly  to  the  Government 
Printing  Office,  Washington  26,  D.  C. 

There  are  no  restrictions  on  the  republica¬ 
tion  of  material  appearing  in  the  Federal 
Register. 


CFR  SUPPLEMENTS 

(For  use  during  1953) 

The  following  Supplement  is  now 
available: 

Title  14;  Parts  1—399  (Revised 
Book)  ($6.00) 

Previously  announced:  Title  3  ($1.75); 
Titles  4-5  ($0.55);  Title  6  ($1.50);  Title  7: 
Parts  1-209  ($1.75),  Parts  210-899 

($2.25),  Part  900-end  (Revised  Book) 
($6.00);  Title  8  (Revised  Book)  ($1.75); 
Title  9  ($0.40);  Titles  10-13  ($0.40); 
Title  14:  Part  400— end  (Revised  Book) 
($3.75);  Title  15  ($0.75);  Title  16  ($0.65); 
Title  17  ($0.35);  Title  18  ($0.35);  Title 
19  ($0.45);  Title  20  ($0.60);  Title  21 
($1.25);  Titles  22-23  ($0.65);  Title  24 
($0.65);  Title  25  ($0.40);  Title  26:  Parts 
80-169  ($0,401,  Parts  170-182  ($0,651, 
Parts  183-299  ($1.75);  Title  26:  Part 
300-end,  Title  27  ($0.60);  Titles  28-29 
($1.00);  Titles  30-31  ($0.65);  Title  32: 
Parts  1-699  ($0.75),  Part  700-end 
($0.75);  Title  33  ($0.70);  Titles  35-37 
($0.55);  Title  38  ($1.50);  Title  39  ($1.00); 
Titles  40-42  ($0.45);  Title  43  ($1.50); 
Titles  44-45  ($0.60);  Title  46:  Parts 
1-145  (Revised  Book)  ($5.00),  Part  146- 
end  ($2.00);  Titles  47-48  ($2.00);  Title 
49:  Parts  1-70  ($0.50),  Parts  71-90 
($0,451,  Parts  91-164  ($0.40),  Part  165- 
end  ($0.55);  Title  50  ($0.45) 

Order  from 

Superintendent  of  Documents,  Government 
Printing  Office,  Washington  25,  D.  C 


CONTENTS— Continued 

Defense  Rental  Areas  Divi- 
sion — Continued 

Rules  and  regulations — Con, 
Quantico,  Va,;  defense-rental 
areas — Continued 


Housing _  6454 

Motor  courts _  6454 

Rooms _  6454 


Federal  Communications  Com¬ 
mission 

Rules  and  regulations: 

Practice  and  procedure;  radio 
broadcast  services;  time  for 
filing  applications  for  re¬ 
newal  of  broadcast  station  li¬ 
censes;  license  periods  of 
noncommercial  educational 
FM  broadcast  stations;  cor¬ 


rection _  6456 

Federal  Power  Commission 

Notices: 

Hearings,  etc,: 

Northern  Natural  Gas  Co _  6505 

Pacific  Gas  and  Electric  Co _  6505 


Interior  Department 

See  Land  Management  Bureau. 

Internal  Revenue  Service 

Propiosed  rule  making: 

Income  tax,  collection  of  at 
source  on  wages;  applicable 
on  and  after  January  1,  1954_  6469 

Rules  and  regulations: 

Drawback  of  tax  on  distilled 
spirits  used  in  manufacture  of 
nonbeverage  products;  mis¬ 
cellaneous  amendments _  6450 

References  to  certain  Officers 
in  Regulations,  Returns,  etc.; 
Deputy  Collector  (2  docu¬ 
ments) _  6450,6453 

International  Trade  Office 

Rules  and  regulations: 

Commodities  and  related  mat¬ 
ters,  positive  list;  miscellane¬ 
ous  amendments _  6449 

Interstate  Commerce  Commis¬ 
sion 

Notices; 

Applications  for  relief : 

Latex  from  Baton  Rouge  and 
North  Baton  Rouge,  La.,  to 
southern,  oflBcial,  Illinois, 
and  western  trunk-line  ter¬ 


ritories _  6505 

Phosphate  rock  from  Florida 
to  Dayton  and  Middletown, 

Ohio _  6506 

Sand  and  gravel  from  New 
York.  New  Jersey  and  Penn¬ 
sylvania  to  the  Southwest--  6505 
Scrap  iron  from  the  South  to 
Philadelphia,  Eddystone, 

and  Odenwelder,  Pa _  6506 

Sugar  from  Richmond,  Va.,  to 

Goldsboro,  N.  C _  6506 

Vegetables  from  Florida  to 

Canada _  6506 


Labor  Department 

See  Public  Contracts  Division. 

Land  Management  Bureau 

Notices : 

Montana;  stock  driveway  with¬ 
drawal  reduced _  6501 


CONTENTS— Continued 

Land  Management  Bureau— 
Continued 

Rules  and  regulations: 

Alaska;  partial  revocation  of 
Executive  Orders  8344  and 


8789 . . .  6455 

National  Production  Authority 

Notices:* 

Abolishment _  6503 


Production  and  Marketing  Ad¬ 
ministration 

Notices: 

Tobacco;  referenda  for  market¬ 
ing  quotas; 

Cigar-filler  and  cigar-filler 


and  binder _  6502 

Maryland _  6502 


Proposed  rule  making: 

Corn;  determination  pertaining 
to  marketing  quotas,  acreage 
allotments,  and  commercial 
corn-producing  area  for  1954 

crop -  6456 

Milk  handling: 

Cincinnati,  Ohio _  6468 

Memphis,  Tenn _  6456 

New  York  Metropolitan  Area 

(2  documents) _  6457,6458 

Rules  and  regulations: 

Limitations  of  shipments; 

Lemons  grown  in  California 

and  Arizona _  6447 

Oranges,  grapefruit,  and  tan¬ 
gerines  grown  in  Florida _  6446 

Tobacco: 

Maryland ;  marketing  quota 
regulations,  1953-54  mar¬ 
keting  year;  penalty  pay¬ 
ment  for  excess  marketing-  6445 
National  marketing  quota  for 
1954-55  marketing  year, 
and  apportionment  of  the 
quota  among  the  several 
States: 

Cigar-filler  and  cigar-filler 


and  binder _  6443 

Maryland _  6446 

State  Department 


Rules  and  regulations: 

Compensation  in  foreign  areas, 
additional ;  designation  of 
differential  posts _  6447 

Treasury  Department 

See  Coast  Guard;  Customs  Bu¬ 
reau  ;  Internal  Revenue  Service. 

CODIFICATION  GUIDE 

A  numerical  list  of  the  parts  of  the  Code 
of  Federal  Regulations  affected  by  documents 
published  In  this  Issue.  Proposed  rules,  as 
opposed  to  final  actions,  are  Identified  as 
such. 


Title  3 

Chapter  II  (Executive  orders) :  ‘ 

8344  (revoked  in  part  by  PLO 

917)— . 6455 

8789  (revoked  in  part  by  PLO 

917) . 6455 

Title  5 

Chapter  I: 

Part  6 . 6447 

Chapter  III: 

Part  325 _  6447 


FEDERAL  REGISTER 


6115 


Saturday,  October  10,  1953 


CODIFICATION  GUIDE— Con. 


Title  7 

Chapter  VII: 

Part  721  (proposed) _ -  6456 

Part  723-__ . - . -  6443 

Part  727  (2  documents) _  6445,6446 

Chapter  IX: 

Part  918  (proposed) _  6456 

Part  927  (proposed)  (2  docu¬ 
ments) _  6457,6458 

Part  933 . 6446 

Part  953 _  6447 

Part  965  (proposed) _  6468 

Title  14 

Chapter  I: 

Part  3 . . .  6448 

Part  4a _  6448 

Part  4b _  6448 

Title  15 

Chapter  III: 

Part  3S9 .  6449 

Title  26 

Chapter  I _  6450 

Part  197 _ _ —  6450 

Part  406  (proposed) _  6469 

Title  27 

Chapter  I _  6453 

Title  32 
Chapter  IV: 

Part  431 .  6453 

Chapter  XI: 

Part  1101 .  6454 

Title  32A 

Chapter  I  (ODM) : 

DMO  VII-4 _ 6454 

Chapter  XXI  (DRAD) : 

RR  1 . 6454 

RR  2 . - . —  6454 

RR  3- . - . -  6454 

RR  4_ . 6454 

Title  33 

Chapter  I; 

Part  19 . 6455 

Title  43 
Chapter  I : 

Appendix  (Public  land  orders) : 

917 . . . —  6455 

Title  46 

Chapter  I: 

Part  154 _ _ _ —  6455 

Title  47 

Chapter  I: 

Part  1 _  6456 

Part  3 _  6456 


national  marketing  quota  for  cigar-filler 
tobacco  in  terms  of  the  total  quantity  of 
such  tobacco  which  may  be  marketed 
during  the  marketing  year  beginning 
October  1, 1954,  is  46,900,000  pounds. 

(e)  Apportionment  of  the  quota.  The 
national  marketing  quota  proclaimed  in 
paragraph  (d)  of  this  section  is  hereby 
apportioned  among  the  several  States 
pursuant  to  section  313  (a)  of  the  Agri¬ 
cultural  Adjustment  Act  of  1938,  as 
amended,  and  converted  into  State  acre¬ 
age  allotments  in  accordance  with  sec¬ 
tion  313  (g)  of  the  act  as  follows: 


Acreage 

State:  alltoment 

Kentucky _ - — — - 22 

Maryland  _  7 

Pennsylvania  _ _  29,  920 

Reserve  * _ 303 


*  Acreage  reserved  for  establishing  allot¬ 
ments  for  farms  upon  which  no  cigar-flller 
tobacco  has  been  grown  during  the  past  five 
years. 

§  723.503  Findings  and  determinations 
with  respect  to  the  national  marketing 
quota  for  cigar- filler  and  cigar-hinder 
tobacco  for  the  marketing  year  begin¬ 
ning  October  1,  1954^ — (a)  Reserve  sup¬ 
ply  level.  The  reserve  supply  level  for 
cigar-filler  and  cigar-binder  tobacco 
(exclusive  of  type  46  w'hich  has  been 
designated  (15  P.  R.  8214)  as  a  separate 
kind  of  tobacco)  is  201,600,000  pounds, 
calculated,  as  provided  in  the  Agricul¬ 
tural  Adjustment  Act  of  1938,  as 
amended,  from  a  normal  year’s  domestic 
consumption  of  68,000,000  pounds  and  a 
normal  year’s  exports  of  3,000,000  pounds. 

(b)  Total  supply.  The  total  supply  of 
cigar-filler  and  cigar-binder  tobacco  (ex¬ 
clusive  of  type  46)  for  the  marketing 
year  beginning  October  1,  1953,  is  204,- 
600,000  pounds  consisting  of  carry-over 
of  149,500,000  pounds  and  estimated  1953 
production  of  55,100,000  pounds. 

(c)  Carry-over.  The  estimated  carry¬ 
over  of  cigar-flller  and  cigar-binder  to¬ 
bacco  (exclusive  of  tsrpe  46)  at  the  begin¬ 
ning  of  the  marketing  year  for  such 
tobacco  beginning  October  1,  1954,  is 
133,800,000  pounds  calculated  by  sub¬ 
tracting  the  estimated  disappearance  for 
the  marketing  year  beginning  October  1, 
1953,  of  70,800,000  pQunds  from  the  total 
supply  of  such  tobacco.' 

(d)  National  marketing  quota.  The 
amount  of  cigar-flller  and  cigar-binder 
tobacco  (exclusive  of  type  46)  which  will 
make  available  during  the  marketing 
year  beginning  October  1,  1954,  a  supply 
of  cigar-filler  and  cigar-binder  tobacco 
equal  to  the  reserve  supply  level  of  such 
tobacco  is  67,800,000  pounds,  and  a  na¬ 
tional  marketing  quota  of  such  amount 
is  hereby  proclaimed.  It  is  determined, 
however,  that  a  national  marketing 
quota  in  the  amount  of  67,800,000  pounds 
would  be  inadequate  to  meet  market  de¬ 
mands  during  the  1954-55  marketing 
year  and  such  amount  is  hereby  in¬ 
creased  by  10  percent.  Therefore,  the 
amount  of  the  national  marketing  quota 
for  cigar-filler  and  cigar-binder  tobacco 
(exclusive  of  type  46)  in  terms  of  the 
total  quantity  of  such  tobacco  which  may 
be  marketed  during  the  marketing  year 
beginning  October  1,  1954,  is  74,600,000 
pounds. 

(e)  Apportionment  of  the  quota. 
The  national  marketing  quota  pro¬ 
claimed  in  paragraph  (d)  of  this  section 
Is  hereby  apportioned  among  the  several 
States  pursuant  to  section  313  (a)  of  the 
Agricultural  Adjustment  Act  of  1938,  as 
amended,  and  converted  into  State  acre¬ 
age  allotments  in  accordance  with  sec¬ 
tion  313  (g)  of  the  act  as  follows: 


*  Rounded  to  the  nearest  tenth  of  a  million 
pounds. 


Acreage 

State;  Allotment 

Connecticut _  11,927 

Illinois  _  9 

Indiana _  2 

Iowa  _  10 

Massachusetts _  5,  P29 

Minnesota _ 367 

New  Hampshire _  7 

New  York _ 303 

Ohio . 6,951 

Pennsylvania _ 506 

Vermont _  8 

Wisconsin _ 21,889 

Reserve  * _  484 


*  Acreage  reserved  for  establishing  allot¬ 
ments  for  farms  upon  which  no  cigar-flller 
and  cigar-binder  tobacco  has  been  grown 
during  the  past  five  years. 

Done  at  Washington,  D.  C.,  this  7th 
day  of  October  1953.  Witness  my  hand 
and  the  seal  of  the  Department  of  Agri¬ 
culture. 

[seal]  Ezra  Taft  Benson, 

Secretary  of  Agriculture. 

[P,  R.  Doc.  53-8660;  Filed,  Oct.  9,  1953: 

8:50  a.  m.J 


[1026  ( Maryland-53 )-l,  Arndt.  I] 

Part  727 — Maryland  Tobacco 

MARYLAND  TOBACCO  MARKETING  QUOTA  REG¬ 
ULATIONS,  1953-54  MARKETING  YEAR 

The  amendment  herein  is  based  on  the 
marketing  quota  provisions  of  the  Agri¬ 
cultural  Adjustment  Act  of  1938,  as 
amended,  applicable  to  tobacco  (7  U.  S.  C. 
1311-1314),  and  is  made  for  the  purpose 
of  amending  §  727.445  of  the  Maryland 
Tobacco  Marketing  Quota  Regulations, 
1953-54  Marketing  Year  (18  P.  R.  4273), 
to  include  the  actual  rate  of  penalty  per 
pound  upon  marketings  of  excess  tobacco 
subject  to  marketing  quotas.  The  offi¬ 
cial  average  price  for  Maryland  tobacco 
for  the  1952-53  marketing  year  has 
recently  been  determined.  The  act  pro¬ 
vides  that  the  penalty  rate  on  iharket- 
ings  of  excess  tobacco  shall  be  forty  (40) 
percent  of  the  average  market  price 
(calculated  to  the  nearest  whole  cent) 
for  the  preceding  marketing  year. 

The  1953  crop  of  Maryland  tobacco  is 
now  being  harvested  and  a  few  sales  have 
been  made,  and  it  is  necessary  that  the 
amendment  set  forth  herein  be  made 
effective  at  the  earliest  possible  date  in 
order  that  the  rate  of  penalty  may  be 
made  known  to  producers  who  desire  to 
market  tobacco  and  to  vrarehousemen 
and  buyers  who  are  responsible  for  pay¬ 
ment  of  the  penalty  on  marketings  of 
excess  tobacco.  Also,  since  the  amend¬ 
ment  is  the  result  of  a  mere  mathemati¬ 
cal  calculation  required  by  the  act,  it  is 
hereby  determined  and  found  that  com¬ 
pliance  with  the  notice,  public  proce¬ 
dure,  and  effective  date  requirements  of 
section  4  of  the  Administrative  Procedure 
Act  (5  U.  S.  C.  1003)  is  impracticable  and 
contrary  to  the  public  interest,  and  the 
amendment  contained  herein  shall  be 
effective  upon  filing  of  this  document 
with  the  Director,  Division  of  the  Fed- 

Paragraph'  (a)  of  §  727.445  of  the 
Maryland  Tobacco  Marketing  Quota 
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Regulations.  1953-54  Marketing  Year 
(18  P.  R.  4273)  is  hereby  amended  to 
read  as  follows: 

(a)  The  penalty  per  pound  upon  mar¬ 
ketings  of  excess  tobacco  subject  to  mar¬ 
keting  quotas  shall  be  twenty  (20)  cents 
per  pound. 

(Sec.  375.  62  Stat.  66.  as  amended:  7  U.  S.  C. 
1375.  Interprets  or  applies  sec.  314,  52  Stat. 
48,  as  amended;  7  U.  S.  C.  1314) 

Done  at  Washington.  D.  C.,  this  7th 
day  of  October  1953.  Witness  my  hand 
and  seal  of  the  Department  of  Agricul¬ 
ture. 

[seal!  John  H.  Davis, 

Assistant  Secretary  of  Agriculture. 

|P.  R.  Doc.  63-8662;  Filed,  Oct.  9,  1953; 
8:51  a.  m.] 


Part  727 — Maryland  Tobacco 

PROCLAMATION  OF  THE  NATIONAL  MARKETING 

QUOTA  FOR  1954-55  MARKETING  YEAR  AND 

apportionment  of  quota  among  the 

SEVERAL  STATES 
Sec. 

727.501  Basis  and  purpose. 

727.502  Findings  and  determinations  with 

respect  to  the  national  marketing 
quota  for  Maryland  tobacco  for 
the  marketing  year  beginning  Oc¬ 
tober  1,  1954. 

Authority:  §S  727.501  and  727.502  Issued 
under  sec.  375,  52  Stat.  66  as  amended;  7 
U.  S.  C.  1375.  Interprets  or  applies  secs.  301. 
312.  313,  52  Stat.  38,  as  amended:  7  U.  S.  C. 
1301,  1312,  1313;  Pub.  Law  464,  82d  Cong. 

§  727.501  Basis  and  purpose,  (a)  (1) 
Sections  727.501  and  727.502  are  issued  to 
announce  the  reserve  supply  level  and 
the  total  supply  of  Maryland  tobacco  for 
the  marketing  year  beginning  October  1, 
1953,  to  establish  the  amount  of  the 
national  marketing  quota  for  Maryland 
tobacco  for  the  marketing  year  begin¬ 
ning  October  1,  1954,  and  to  apportion 
the  quota  among  the  several  States. 

(2)  The  findings  and  determinations 
by  the  Secretary  contained  in  §  727.502 
have  been  made  on  the  basis  of  the  latest 
available  statistics  of  the  Federal  Gov¬ 
ernment,  and  after  due  consideration  of 
data,  views,  and  recommendations  re¬ 
ceived  from  Maryland  tobacco  producers 
and  others  as  provided  in  a  notice  (18 
P.  R.  5391)  given  in  accordance  with  the 
Administrative  Procedure  Act  (5  U.  S.  C. 
1003). 

( b )  Since  the  Agricultural  Ad j  ustment 
Act  of  1938,  as  amended,  requires  the 
holding  of  a  referendum  of  tobacco  pro¬ 
ducers  within  3  days  after  the  issuance 
of  the  proclamation  of  the  national  mar¬ 
keting  quota  to  determine  whether  such 
producers  favor  marketing  quotas  and 
requires,  insofar  as  practicable,  the 
mailing  of  notices  of  farm  acreage  allot¬ 
ments  to  farm  operators  prior  to  the  date 
of  the  referendum,  it  is  hereby  found  that 
compliance  with  the  30-day  effective  date 
provision  of  the  Administrative  Proced¬ 
ure  Act  is  impractical  and  contrary  to  the 
public  interest.  Therefore,  the  procla¬ 
mation  and  apportionment  of  the  quota 
contained  herein  shall  become  effective 
upon  the  date  of  filing  with  the  Federal 
Register. 


§  727.502  Findings  and  determinations 
with  respect  to  the  national  marketing 
quota  for  Maryland  tobacco  for  the  mar- 
keting  year  beginning  October  1,  1954  * — 
(a)  Reserve  supply  level.  The  reserve 
supply  level  for  Maryland  tobacco  is 
100,500,000  pounds,  calculated,  as  pro¬ 
vided  in  the  Agricultural  Adjustment  Act 
of  1938,  as  amended,  from  a  normal  year’s 
domestic  consumption  of  30,000,000 
pounds  and  a  normal  year’s  exports  of 
8,000,000  pounds. 

.  (b)  Total  supply.  ’The  total  supply  of 

Maryland  tobacco  for  the  marketing  year 
beginning  October  1,  1953,  is  105,600,000 
pounds  consisting  of  carry-over  of  68,- 
000,000  pounds  and  estimated  1953  pro¬ 
duction  of  37,600,000  poimds. 

.(c)  Carry-over.  'The  estimated 
carry-over  of  Maryland  tobacco  on  Jan¬ 
uary  1,  1955,  is  66,600,000  pounds  calcu¬ 
lated  by  subtracting  the  estimated 
disappearance  for  the  marketing  year 
beginning  October  1,  1953,  of  39,000,000 
pounds  from  the  total  supply  of  such 
tobacco. 

(d)  National  marketing  quota.  The 
amount  of  Maryland  tobacco  which  will 
make  available  during  the  marketing 
year,  beginning  October  1,  1954,  a  supply 
of  Maryland  tobacco  equal  to  the  reserve 
supply  level  of  such  tobacco  is  33,900,000 
pounds,  and  a  national  marketing  quota 
of  such  amount  is  hereby  proclaimed. 
It  is  determined,  however,  that  a  na¬ 
tional  marketing  quota  in  the  amount 
of  33,900,000  pounds  would  be  inadequate 
to  meet  market  demands  during  the 
1954-55  marketing  year  and  such  amount 
is  hereby  increased  by  20  percent. 
Therefore,  the  amount  of  the  national 
marketing  quota  for  Maryland  tobacco 
in  terms  of  the  total  quantity  of  tobacco 
which  may  be  marketed  during  the  mar¬ 
keting  year  beginning  October  1,  1954  is 
40,700,000  pounds. 

(e)  Apportionment  of  the  quota.  The 
national  marketing  quota  proclaimed  in 
paragraph  (d)  of  this  section  is  hereby 
apportioned  among  the  several  States 
pursuant  to  section  313  (a)  of  the  Agri¬ 
cultural  Adjustment  Act  of  1938,  as 
amended,  and  converted  into  State 
acreage  allotments  in  accordance  with 
section  313  (g)  of  the  act  as  follows; 


Acreage 

State:  allotment 

Maryland  _ 51, 367 

Virginia . . 23 

Kentucky  _  43 

North  Carolina _ 6 

Tennessee _ 18 

Reserve  *  _  259 


*  Acreage  reserved  for  establishing  allot¬ 
ments  for  farms  upon  which  no  Maryland 
tobacco  has  been  grown  dxiring  the  past  five 
years. 

Done  at  Washington,  D.  C.,  this  7th 
day  of  October  1953.  Witness  my  hand 
and  the  seal  of  the  Department  of 
Agriculture. 

[seal]  Ezra  Taft  Benson, 

Secretary  of  Agriculture. 

[F.  R.  Doc,  53-8663;  Piled,  Oct.  9.  1953; 
8:51  a.  m.] 


*  Rounded  to  the  nearest  tenth  of  a  million 
pounds. 


Chapter  IX — Production  and  K*.ar- 
keting  Administration  (Marketing 
Agreements  and  Orders),  Depart¬ 
ment  of  Agriculture 

[Orange  Reg.  240] 

Part  933 — Oranges,  Grapefruit,  and 
Tangerines  Grown  in  Florida 

limitation  of  shipments 

§  933.637  Orange  Regulation  240 — 
(a)  Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and  Or¬ 
der  No.  33,  as  amended  (7  CFR  Part 
933) ,  regulating  the  handling  of  oranges, 
grapefruit,  and  tangerines  grown  in  the 
State  of  Florida,  effective  under  the 
applicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended,  and  upon  the  basis  of  the 
recommendations  of  the  committees 
established  under  the  aforesaid  amended 
marketing  agreement  and  order,  and 
upon  other  available  information,  it  is 
hereby  found  that  the  limitation  of 
shipments  of  oranges,  as  hereinafter 
provided,  will  tend  to  effectuate  the 
declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  thLs 
section  until  30  days  after  publication 
thereof  in  the  Federal  Register  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.)  because  the 
time  intervening  between  the  date  when 
information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufQcient;  a  reasonable 
time  is  permitted,  under  the  circum¬ 
stances,  for  preparation  for  such  effec¬ 
tive  time;  and  good  cause  exists  for 
making  the  provisions  of  this  section  ef¬ 
fective  not  later  than  October  12,  1953, 
Shipments  of  oranges,  grown  in  the  State 
of  Florida,  are  presently  subject  to  regu¬ 
lation  by  grades  and  sizes,  pursuant  to 
the  amended  marketing  agreement  and 
order,  and  will  so  continue  until  Oc¬ 
tober  12,  1953;  the  recommendation  and 
supporting  information  for  continued 
regulation  subsequent  to  October  11 
was  promptly  submitted  to  the  Depart¬ 
ment  after  an  open  meeting  of  the  Grow¬ 
ers  Administrative  Committee  on  Octo¬ 
ber  2;  such  meeting  was  held  to  con¬ 
sider  recommendations  for  regulation, 
after  giving  due  notice  of  such  meeting, 
and  interested  persons  were  afforded  an 
opportunity  to  submit  their  views  at  this 
meeting;  the  provisions  of  this  section, 
including  the  effective  time  of  this  sec¬ 
tion,  are  identical  with  the  aforesaid 
recommendation  of  the  committee,  and 
Information  concerning  such  provisions 
and  effective  time  has  been  disseminated 
among  handlers  of  such  oranges;  it  is 
necessary,  in  order  to  effectuate  the  de¬ 
clared  policy  of  the  act,  to  make  this 
section  effective  during  the  period  here¬ 
inafter  set  forth  so  as  to  provide  for  the 
continued  regulation  of  the  handling  of 
oranges;  and  compliance  with  this  sec¬ 
tion  will  not  require  any  special  prepa¬ 
ration  on  the  part  of  the  persons  subject 
thereto  which  cannot  be  completed  by 
the  effective  time  of  this  section. 
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(b)  Order.  (1)  During  the  period  be¬ 
ginning  at  12:01  a.  m.,  e.  s.  t.,  October 
12, 1953,  and  ending  at  12:01  a.  m.,  e.  s.  t., 
October  19,  1953,  no  handler  shall  ship: 

(1)  Any  oranges,  •  except  Temple  or¬ 
anges,  grown  in  the  State  of  Florida, 
which  do  not  grade  at  least  U.  S.  No.  1 
Russet;  or 

(ii)  Any  oranges,  except  Temple  or¬ 
anges,  grown  in  the  State  of  Florida, 
which  are  of  a  size  smaller  than 
inches  in  diameter,  measured  midway  at 
a  right  angle  to  a  straight  line  running 
from  the  stem  to  the  blossom  end  of  the 
fruit,  except  that  a  tolerance  of  10  per¬ 
cent,  by  count,  of  oranges  smaller  than 
such  minimum  size  shall  be  permitted, 
which  tolerance  shall  be  applied  in  ac¬ 
cordance  with  the  provisions  for  the 
application  of  tolerances,  specified  in  the 
revised  United  States  Standards  for 
Florida  Oranges  (§  51.302  of  this  title;  17 
P.  R.  7879) :  Provided.  That  in  determin¬ 
ing  the  percentage  of  oranges  in  any  lot 
which  are  smaller  than  2Wi(i  inches  in 
diameter,  such  percentage  shall  be  based 
only  on  those  oranges  in  such  lot  which 
are  of  a  size  2iyi6  inches  in  diameter  and 
smaller. 

(2)  As  used  in  this  section,  the  terms 
“handler,”  “ship,”  and  “Growers  Admin¬ 
istrative  Conunittee”  shall  each  have  the 
same  meaning  as  when  used  in  said 
amended  marketing  agreement  and  or¬ 
der;  and  the  term  “U.  S.  No.  1  Russet” 
shall  have  the  same  meaning  as  when 
used  in  the  revised  United  States  Stand¬ 
ards  for  Florida  Oranges  (§51.332  of 
this  title;  17  F.  R.  7879). 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
and  Sup.  608c) 

Done  at  Washington,  D.  C.,  this  7th 
day  of  October  1953. 

fSEALl  S.  R.  Smith, 

Director.  Fruit  and  Vegetable 
Branch.  Production  and  Mar¬ 
keting  Administration. 

|F.  R.  Doc.  53-8669;  Filed,  Oct.  9,  1953; 

8:53  a.  m.] 


[Lemon  Reg.  506] 

Part  953 — Lemons  Grown  in  California 
AND  Arizona 

LIMITATION  of  SHIPMENTS 

§  953.613  Lemon  Regulation  506 — 
(a)  Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and 
Order  No.  53,  as  amended  (7  CFR  Part 
953),  regulating  the  handling  of  lemons 
grown  in  the  State  of  California  or  in 
the  State  of  Arizona,  effective  under  the 
applicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.  S.  C.  601  et  seq.),  and 
upon  the  basis  of  the  recommendation 
and  information  submitted  by  the 
Lemon  Administrative  Committee, 
established  under  the  said  amended 
marketing  agreement  and  order,  and 
upon  other  available  information,  it  is 
hereby  found  that  the  limitation  of  the 
quantity  of  such  lemons  which  may  be 
bandied,  as  hereinafter  provided,  will 
tend  to  effectuate  the  declared  policy  of 
the  act. 

<2)  It  is  hereby  further  found  that 
it  is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  no¬ 


tice,  engage  In  public  rule-making  pro¬ 
cedure,  and  postpone  the  effective  date 
of  this  section  until  30  days  after  pub¬ 
lication  thereof  in  the  Federal  Register 
(60  Stat.  237;  5  U.  S.  C.  1001  et  seq.) 
because  the  time  intervening  between 
the  date  when  information  upon  which 
this  section  is  based  became  available 
and  the  time  when  this  section  must  be¬ 
come  effective  in  order  to  effectuate  the 
declared  policy  of  the  act  is  insufBcient, 
and  a  reasonable  'time  is  permitted, 
under  the  circumstances,  for  preparation 
for  such  effective  time;  and  good  cause 
exists  for  making  the  provisions  of  this 
section  effective  as  hereinafter  set  forth. 
Shipments  of  lemons,  grown  in  the  State 
of  California  or  in  the  State  of  Arizona, 
are  currently  subject  to  regulation  pur¬ 
suant  to  said  amended  marketing  agree¬ 
ment  and  order;  the  recommendation 
and  supporting  information  for  regula¬ 
tion  during  the  period  specified  herein 
was  promptly  submitted  to  the  Depart¬ 
ment  after  an  open  meeting  of  the 
Lemon  Administrative  Committee  on 
October  7,  1953,  such  meeting  was 
held,  after  giving  due  notice  thereof  to 
consider  recommendations  for  regula¬ 
tion,  and  interested  persons  were  af¬ 
forded  an  opportunity  to  submit  their 
views  at  this  meeting;  the  provisions  of 
this  section,  including  its  effective  time, 
are  identical  with  the  aforesaid  recom¬ 
mendation  of  the  committee,  and  infor¬ 
mation  concerning  such  provisions  and 
effective  time  has  been  disseminated 
among  handlers  of  such  lemons;  it  is 
necessary,  in  order  to  effectuate  the  de¬ 
clared*  policy  of  the  act,  to  make  this 
section  effective  during  the  period  here¬ 
inafter  specified;  and  compliance  with 
this  section  will  not  require  any  special 
preparation  on  the  part  of  persons  sub¬ 
ject  thereto  which  cannot  be  completed 
by  the  effective  time  of  this  section. 

(b)  Order.  (1)  The  quantity  of 
lemons  grown  in  the  State  of  California 
or  in  the  State  of  Arizona  which  may 
be  handled  during  the  period  beginning 
at  12:01  a.  m.,  P.  s.  t.,  October  11,  1953, 
and  ending  at  12:01  a.  m.,  P.  s.  t.,  Oc¬ 
tober  18,  1953,  is  hereby  fixed  as  follows: 

(1)  District  1:  Unlimited  movement; 

(ii)  District  2:  225  carloads; 

(iii)  District  3:  Unlimited  movement. 

(2)  The  prorate  base  of  each  handler 
who  has  made  application  therefor,  as 
provided  in  the  said  amended  marketing 
agreement  and  order,  is  hereby  fixed  in 
accordance  with  the  prorate  base  sched¬ 
ule  which  is  attached  to  Lemon  Regula¬ 
tion  505  (18  F.  R.  6331)  and  made  a  part 
hereof  by  this  reference. 

(3)  As  used  in  this  section,  “handled,** 
“handler,”  “carloads,”  “prorate  base,” 
“District  1,”  “District  2,”  and  “District 
3,”  shall  have  the  same  meaning  as  when 
used  in  the  said  amended  marketing 
agreement  and  order. 

(Sec.  5,  49  stat.  753,  as  amended;  7  U.  S.  C. 
and  Sup.  608c) 

Done  at  Washington,  D.  C.,  this  8th 
day  of  October  1953. 

[seal]  S.  R.  Smith, 

Director.  Fruit  and  Vegetable 
Branch.  Production  and  Mar¬ 
keting  Administration. 

[P.  R.  Doc.  63-8706;  Piled,  Oct.  9,  1953; 

8:56  a  JB.] 


TITLE  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

Part  6 — Exceptions  From  the 
Competitive  Services 

miscellaneous  amendments 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  §  6.138  (a)  is  revoked, 
paragraph  (g)  (1)  is  added  to  §  6.113, 
paragraph  (d)  (4)  is  added  to  §  6.302, 
and  paragraphs  (b)  through  (i)  are 
added  to  §  6.338. 

§  6.113  Department  of  Labor.  *  •  • 
(g)  Govei'nment  Contract  Committee. 
(1)  All  positions  on  the  staff  of  the 
Government  Contract  Committee  estab¬ 
lished  by  Executive  Order  10479  of  Au¬ 
gust  13,  1953. 

§  6.302  Department  of  State.  *  *  * 
(d)  Office  of  Assistant  Secretary  for 
Public  Affairs.  •  •  • 

(4)  Director,  Unesco  Relations  Staff. 

§  6.338  •  National  Labor  Relations 
Board.  *  *  * 

(b)  One  Solicitor. 

(c)  One  Chief  Legal  Assistant  to  each 
Board  Member. 

(d)  One  Confidential  Assistant  to  each 
Board  Member. 

(e)  One  Associate  General  Counsel, 
Division  of  Operations. 

(f)  One  Associate  General  Counsel, 
Division  of  Law. 

(g)  One  Associate  General  Counsel, 
Division  of  Policies  and  Appeals. 

(h)  One  Special  Assistant  to  the  Gen¬ 
eral  Counsel. 

(i)  One  Confidential  Assistant  to  the 
General  Counsel. 

(R.  S.  1753,  sec.  2,  22  Stat.  403;  5  U.  S.  C.  631, 
633.  E.  O.  10440,  March  31,  1953,  18  P.  R. 
1823) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Wm.  C.  Hull, 

Executive  Assistant. 

[F.  R.  Doc.  53-8654;  Filed,  Oct.  9,  1953; 
8:49  a.  m.] 


Chapter  III — Foreign  and  Territorial 
Compensation 

Subchapter  B — The  Secretary  of  State 
[Dept.  Reg.  108.195] 

Part  325 — Additional  Compensation 
IN  Foreign  Areas 

DESIGNATION  OF  DIFFERENTIAL  POSTS 

Section  325.11  Designation  of  differ¬ 
ential  posts  is  amended  as  follows,  effec¬ 
tive  as  of  the  beginning  of  the  first  pay 
period  following  October  10,  1953: 

1,  Paragraph  (a)  is  amended  by  the 
deletion  of  the  following  post: 

Taipei,  China. 

2,  Paragraph  (b)  is  amended  by  the 
deletion  of  the  following  post: 

Puerto  la  Cruz,  Venezuela. 

3,  Paragraph  (d)  is  amended  by  the 
deletion  of  the  following  post: 

Maracaibo,  Venez’:ela. 

Tegucigalpa,  Honduras. 
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4.  Paragraph  (b)  is  amended  by  the 
addition  of  the  following  post: 

Taipei.  China. 

5.  Paragraph  (c)  is  amended  by  the 
addition  of  the  following  post; 

Puerto  la  Cruz.  Venezuela. 

6.  Paragraph  (d)  is  amended  by  the 
addition  of  the  following  post: 

Port  Lyautey.  Morocco. 

(Sec.  102.  Part  I.  E.  O.  10000.  Sept.  16.  1948, 
13  F.  R.  5453;  3  CPR.  1948  Supp.) 

For  the  Secretary  of  State. 

Donald  B.  Lourie, 
Under  Secretary  for  Administration. 

October  1,  1953. 

[P.  R.  Etoc.  53-8643;  Piled.  Oct.  9.  1953; 
8:46  a.  m.] 

TITLE  14 — CIVIL  AVIATION 

Chapier  I — Civil  Aeronautics  Board 

[Reg.  No.  SR-3981 

Part  3 — Airplane  Airworthiness;  Nor¬ 
mal,  Utility,  and  Acrobatic  Cate¬ 
gories 

Part  4a — Airplane  Airworthiness 

Part  4b — Airplane  Airworthiness: 
Transport  Categories 

special  civil  air  regulation;  basis  for 

APPROVAL  OF  MODIFICATION  OF  AIRPLANE 
TYPES  DOUGLAS  DC-3  AND  LOCKHEED  L-18 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  oCace  in  Washington,  D.  C.,  on  the 
7th  day  of  October  1953. 

The  Douglas  DC-3  and  the  Lockheed 
tr-18  airplane  types  were  originally  de¬ 
signed  and  certificated  on  the  basis  of 
airworthiness  standards  in  effect  prior 
to  1940.  These  were  contained  in  Bul¬ 
letin  7-A  promulgated  by  the  former 
Bureau  of  Air  Commerce  and  in  the  ini¬ 
tial  Part  04  of  the  Civil  Air  Regulations 
which  was  basically  a  recodification  of 
Bulletin  7-A.  Subsequently  the  Civil 
Aeronautics  Board  has  promulgated  and 
kept  up-to-date  newer  airworthiness  re¬ 
quirements  contained  in  Parts  3,  4a.  and 
4b  of  the  Civil  Air  Regulations,  the  latter 
two  parts  containing  rules  for  Transport 
Category  airplane.  The  DC-3  and  the 
Li-18  are  the  only  large  airplane  types 
now  in  general  use  in  the  United  States 
which  retain  the  old  standards  as  a  basis 
for  their  certification. 

For  a  number  of  years  after  the  initial 
certification  of  these  two  airplane  types 
relatively  few  important  design  changes 
were  introduced,  and  the  airplane  speci¬ 
fications  regarding  maximum  certificated 
weights  remained  practically  unchanged. 
More  recently,  however,  several  operators 
Have  made  significant  design  changes  in 
DC-3  and  L-18  airplanes  and  it  has  be¬ 
come  apparent  that  with  the  continued 
use  of  these  airplanes,  more  operators 
are  considering  design  changes,  such  as 
the  installation  of  higher  powered  en¬ 
gines  and  increases  in  maximum  certifi¬ 
cated  weights.  Although  the  basis  for 
certification  of  these  airplanes  remained 
unchanged,  the  Administrator  of  Civil 
Aeronautics  in  some  instances  made 


changes  to  the  pertinent  airplane  speci¬ 
fications  by  applying  certain  provisions 
of  Part  4a  of  the  Civil  Air  Regulations 
to  these  airplanes.  The  Board  does  not 
consider  Bulletin  7-A  and  the  early  ver¬ 
sions  of  Part  04  adequate  regulatory  bases 
upon  which  further  modifications  to 
these  airplane  types  can  be  approved  by 
the  Administrator.  Therefore  the  Board 
is  adopting  rules  which  are  considered 
necessary  for  uniform  application  of  fu¬ 
ture  design  changes  to  the  DC-3  and 
L-18. 

This  Special  Civil  Air  Regulation  estab¬ 
lishes  the  basis  for  approval  by  the  Ad¬ 
ministrator  of  modifications  of  individual 
DC-3  and  L-18  airplanes  subsequent  to 
the  effective  date  of  this  regulation. 
Provision  is  also  made  to  permit  the 
Administrator  to  waive  the  requirements 
of  this  regulation  if  a  particular  air¬ 
plane  was  in  the  process  of  modification 
at  the  time  this  regulation  became  effec¬ 
tive  and  it  can  be  shown  that  undue 
hardship  would  result  by  reason  of  this 
regulation  becoming  effective  prior  to 
completion  of  the  modification. 

In  general  this  regulation  requires  that 
modification  of  DC-3  and  L-18  airplanes 
be  accomplished  in  accordance  with  the 
provisions  of  either  Part  4a  or  Part  4b 
of  the  Civil  Air  Regulations  applicable 
to  the  modification  being  made  and  in 
effect  on  September  1,  1953,  unless  the 
applicant  elects  to  make  the  modifica¬ 
tion  in  accordance  with  Part  4b  as  in 
effect  on  the  date  of  modification.  In 
this  regard  the  regulation  requires  that 
in  electing  to  perform  a  modification 
under  either  Part  4a  or  Part  4b,  each 
specific  modification  must  be  accom¬ 
plished  in  accordance  with  all  of  the 
provisions  of  either  Part  4a  or  Part  4b 
related  to  the  particular  modification 
and  does  not  permit  selection  of  certain 
provisions  of  Part  4a  and  other  provi¬ 
sions  of  Part  4b.  For  example,  if  it  were 
desired  to  make  a  modification  of  the 
landing  gear,  it  could  be  made  under 
either  Part  4a  or  Part  4b,  but  not  par¬ 
tially  under  Part  4a  and  partially  under 
Part  4b.  This  also  applies  when  the 
applicant  elects  to  make  a  modification 
in  accordance  with  the  provisions  of 
Part  4b  in  effect  on  the  date  of  modifica¬ 
tion  in  lieu  of  Part  4a  or  Part  4b  as  in 
effect  on  September  1,  1953. 

In  addition  to  the  general  provisions 
for  modification,  this  regulation  pro¬ 
vides  specific  requirements  with  respect 
to  approval  of  increases  in  take-off  power 
limitation  and  the  installation  of  engines 
of  larger  displacement  in  DC-3  and  L-18 
airplanes.  The  intent  of  these  specific 
requirements  is  to  insure  that  such 
changes  will  not  result  in  a  decrease  in 
safety.  This  is  in  general  consistent 
with  the  policy  followed  by  the  Adminis¬ 
trator  in  approving  changes  made  prior 
to  the  adoption  of  this  rule. 

In  the  case  of  an  increase  in  the  take¬ 
off  power  limitation  beyond  1,200  horse¬ 
power  per  engine  but  not  to  exceed  1,350 
horsepower  per  engine,  this  regulation 
requires  that  the  increase  in  power  shall 
not  adversely  affect  the  flight  character¬ 
istics  of  the  airplane.  The  intent  of  this 
provision  is  to  permit  increases  in  take¬ 
off  power  limitation  only  if  the  applicant 


can  show  that  the  use  of  the  applied  for 
increase  in  power  does  not  result  in  de¬ 
terioration  of  the  flight  characteristics 
of  the  airplane  when  compared  to  those 
characteristics  prior  to  the  applied  for 
increase.  With  respect  to  the  installa¬ 
tion  of  engines,  this  regulation  estab¬ 
lishes  either  Part  4a  or  Part  4b  as  the 
basis  for  approving  the  installation  of 
engines  not  exceeding  1,830  cubic  inches 
displacement  necessitating  major  modi¬ 
fication  or  redesign  of  the  engine  in¬ 
stallation,  except  that  the  engine 
installation  with  respect  to  engine  fire 
prevention  and  protection  must  neither 
increase  the  danger  of  engine  fire  nor 
decrease  the  protection  in  the  event  of 
engine  fire  when  compared  to  the  en¬ 
gine  installation  as  it  existed  prior  to 
the  applied  for  change. 

This  regulation  also  permits  the  es¬ 
tablishment  of  new  maximum  certifi¬ 
cated  weights  not  to  exceed  26,900  pounds 
for  the  DC-3  and  19,500  pounds  for  the 
L-18.  Where  new  maximum  weights  are 
desired,  the  airworthiness  certificate 
shall  be  amended  and  the  maximum 
weights  established  in  accordance  with 
the  transport  category  performance  re¬ 
quirements  of  either  Part  4a  or  Part  4b, 
subject  to  the  structural  limitations  of 
the  airplane.  It  is  also  required,  as  a 
basis  for  approval  of  new  maximum  cer¬ 
tificated  weights,  that  the  applicant  pro¬ 
vide  flight  manual  material  containing 
information  which  will  enable  applica¬ 
tion  of  the  performance  operating  limi¬ 
tations  in  the  operation  of  the  airplane. 
At  the  present  time  the  Civil  Air  Regula¬ 
tions  require  compliance  with  perform¬ 
ance  operating  limitations  only  when 
engaged  in  the  carriage  of  passengers  as 
an  air  carrier  or  commercial  operator. 
However,  the  Board  is  giving  considera¬ 
tion  to  the  desirability  of  establishing 
performance  operating  limitations  for 
other  types  of  operations.  In  the  mean¬ 
time,  the  Board  recommends  that  op¬ 
erators,  whose  airplanes  have  been 
approved  for  increased  weights  by  rea¬ 
son  of  this  regulation,  make  use  of  this 
performance  information  to  aid  in  as¬ 
suring  safety  in  their  operations. 

It  should  be  noted  that  this  regulation 
does  not  provide  for  the  increase  in 
take-off  power  limitation  above  1,350 
horsepower  per  engine,  the  installation 
of  engines  of  greater  than  1,830  cubic 
inches  displacement,  or  the  establish¬ 
ment  of  maximum  certificated  weights 
greater  than  26,900  pounds  for  the  DC-3 
and  19,500  pounds  for  the  L-18.  Tliese 
matters  are  the  subject  of  additional 
rule  making  and  a  notice  of  proposed 
rule  making  will  be  issued  subsequent  to 
the  adoption  of  this  regulation  proposing 
rules  applicable  to  these  areas. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  this  regulation,  and  due  con¬ 
sideration  has  been  given  to  all  relevant 
matter  presented. 

In  consideration  of  the  foregoing,  the 
Civil  Aeronautics  Board  hereby  makes 
and  promulgates  the  following  Special 
Civil  Air  Regulation  effective  November 
11.  1953: 

1.  Applicability.  Contrary  provisions 
of  the  Civil  Air  Regulations  regarding 
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certiflcatlon  notwithstanding,*  this  reg¬ 
ulation  shall  provide  the  basis  for  ap¬ 
proval  by  the  Administrator  of  modifica¬ 
tions  of  individual  Douglas  DC-3  and 
Lockheed  L-IS  airplanes  subsequent  to 
the  effective  date  of  this  regulation: 
Provided,  That  if  an  applicant  shows 
that  a  particular  airplane  was  in  the 
process  of  modification  on  the  effective 
date  of  this  regulation  and  that  the  ap¬ 
plicant  would  suffer  undue  hardship  by 
reason  of  this  regulation  becoming  ef¬ 
fective  prior  to  completion  of  the  modifi¬ 
cation,  the  Administrator  is  authorized 
to  waive  the  requirements  of  this  regula¬ 
tion  with  respect  to  that  modification: 
And  provided  further.  That  this  regula¬ 
tion  shall  not  apply  to  applications  for 
the  increase  in  take-off  power  limitation 
in  excess  of  1,350  horsepower  per  engine, 
the  installation  of  engines  with  a  dis¬ 
placement  greater  than  1,830  cubic 
inches,  and  the  establishment  of  new 
maximum  certificated  weights  in  excess 
of  26,900  pounds  for  the  DC-3  and  19,500 
pounds  for  the  Lf-18. 

2.  General  modifications.  Except  as 
provided  in  sections  3  and  4  of  this 
regulation,  an  applicant  for  approval  of 
modifications  to  a  DC-3  or  L-lS  airplane 
which  result  in  changes  in  design  or  in 
changes  to  approved  limitations  shall 
show  that  the  modifications  were  accom¬ 
plished  in  accordance  with  the  rules  of 
either  Part  4a  or  Part  4b  of  the  Civil 
Air  Regulations  effective  September  1, 
1953,  applicable  to  the  modification  being 
made :  Provided,  That  the  applicant  may 
elect  to  accomplish  modifications  in  ac¬ 
cordance  with  the  rules  of  Part  4b  in 
effect  on  the  date  of  modification  in  lieu 
of  Part  4a  or  Part  4b  as  in  effect  on 
September  1, 1953:  And  provided  further. 
That  in  electing  to  accomplish  modifica¬ 
tions  in  accordance  with  Part  4a  or  Part 
4b  in  effect  on  September  1, 1953,  or  Part 
4b  in  effect  on  the  date  of  modification, 
each  specific  modification  must  be  ac¬ 
complished  in  accordance  with  all  of  the 
provisions  contained  in  the  elected  rules 
relating  to  the  particular  modification. 

3.  Specific  conditions  for  approval. 
An  applicant  for  approval  of  any  one  of 
the  following  specific  changes  to  DC-3  or 
L-18  airplanes  shall  show  that  the 
change  was  made  in  accordance  with 
either  Part  4a  or  Part  4b  except  as  modi¬ 
fied  by  the  provisions  of  this  section. 

(a)  Increase  in  take-off  power  limita¬ 
tion — 1,200  to  1,350  horsepower.  The 
engine  take-off  power  limitation  may  be 
increased  beyond  1,200  horsepower  but 
not  to  exceed  1,350  horsepower  per  en¬ 
gine,  if  the  increase  in  power  does  not 
adversely  affect  the  flight  characteristics 
of  the  airplane. 

(b)  Engine  installation — 1,830  cubic 
inches  displacement  or  less.  Engines  of 
not  more  than  1,830  cubic  inches  dis¬ 
placement  necessitating  a  major  modi¬ 
fication  or  redesign  of  the  engine 
installation  may  be  installed,  if  the  en¬ 
gine  fire  prevention  and  fire  protection 
is  equivalent  to  that  on  the  prior  engine 
installation. 


‘It  is  not  Intended  to  waive  compliance 
with  such  airworthiness  requirements  as  are 
included  In  the  operating  parts  of  the  CivU 
Air  Hegulatlons  for  specific  types  of  opera¬ 
tion. 


4.  Establishment  of  new  maximum 
certificated  weights.  An  applicant  for 
approval  of  new  maximum  certificated 
weights  for  either  a  DC-3  or  L-18  air¬ 
plane  shall  apply  for  amendment  of  the 
airworthiness  certificate  of  the  airplane 
and  shall  show  that  the  weights  sought 
have  been  established  and  the  appro¬ 
priate  manual  material  obtained  as  pro¬ 
vided  in  this  section.  (Note:  Transport 
category  performance  requirements  re¬ 
sult  in  the  establishment  of  maximum 
certificated  w’eights  for  various  alti¬ 
tudes.) 

(a)  Weights— 25,200  to  26,900  for  the 
DC-3  and  18,500  to  19,500  for  the  L-18. 
New  maximum  certificated  weights  above 
25,200  but  not  to  exceed  26,900  pounds  for 
the  DC-3  and  above  18,500  but  not  to  ex¬ 
ceed  19,500  pounds  for  the  L-18  air¬ 
planes  may  be  established  in  accordance 
with  the  tranlsport  category  performance 
requirements  of  either  Part  4a  or  Part 
4b  of  the  Civil  Air  Regulations,  if  the  air¬ 
plane  at  the  new  maximum  weights  can 
meet  the  structural  requirements  of 
either  Part  4a  or  Part  4b  of  the  Civil 
Air  Regulations. 

(b)  Airplane  flight  manual;  perform¬ 
ance  operating  information.  An  ap¬ 
proved  airplane  flight  manual  shall  be 
provided  for  each  DC-3  and  L-18  air¬ 
plane  which  has  had  new  maximum 
certificated  weights  established  under 
this  section.  The  airplane  flight  manual 
shall  contain  the  applicable  performance 
information  prescribed  in  that  part  of 
the  regulations  under  which  the  new  cer¬ 
tificated  weight  was  established  and 
such  additional  information  as  may  be 
necessary  to  enable. the  application  of 
the  take-off,  en  route,  and  landing  limi¬ 
tations  prescribed  for  transport  category 
airplanes  in  the  operating  parts  of  the 
Civil  Air  Regulations. 


5.  References.  Unless  otherwise  pro¬ 
vided,  all  references  in  this  regulation  to 
Parts  4a  and  4b  of  the  Civil  Air  Regula¬ 
tions  are  those  parts  in  effect  on  Septem¬ 
ber  1,  1953. 

Note:  Parts  4a  and  4b  as  amended  and  In 
effect  on  September  1,  1953,  were  published 
In  the  Federal  Register  at  the  following 
citations:  Part  4a,  14  P.  R.  4072,  14  F.  R. 
3743,  14  F.  R.  6769,  15  F.  R.  28,  17  F.  R.  11631. 
Part  4b.  15  F.  R.  3543,  15  F.  R.  8903.  15  F.  R. 
9184,  16  F.  R.  314,  16  F.  R.  11759,  16  F.  R. 
12220,  17  F.  R.  1087,  17  F.  R.  11631,  18  F.  R. 
2213. 

(Sec.  205,  52  Stat.  984;  49  U.  S.  C.  425.  Inter¬ 
pret  or  apply  secs.  601,  603,  52  Stat.  1007, 
1009,  as  amended;  49  U.  S.  C.  551,  553) 

By  the  Civil  Aeronautics  Board. 

[seal]  M.  C.  Mulligan, 

Secretary. 

[F.  R.  Doc.  53-8670;  Filed,  Oct.  9,  1953; 
8:53  a.  m. | 


TITLE  15— COMMERCE  AND 
FOREIGN  TRADE 

Chapter  III — Bureau  of  Foreign  and 
Domestic  Commerce,  Department 
of  Commerce 

Subchapter  C— Office  of  International  Trade 

[6th  Gen.  Rev.  of  Export  Regs.,  Arndt. 

P.  L.  57  >1 

Part  399 — Positive  List  of  Commodities 
AND  Related  Matters 

MISCELLANEOUS  AMENDMENTS 

Section  399.1  Appendix  A — Positive 
List  of  Commodities  is  amended  in  the 
following  particulars: 

1.  The  following  commodities  are 
added  to  the  Positive  List : 


Dept,  of 
Com¬ 
merce 
8che<lule 
B  No. 

Commotlity 

Unit 

Processing 
code  aud 
related 
commtKlity 
group 

OLV 

dollar- 

value 

limits 

Validated 

lic'en.se 

required 

2209P4 

Cinchona  hark  • . . . . 

Lb. 

DRUG 

100 

RO 

72^ 

Jacks,  with  lifting  capacity  of  10  tons  and  over,  and  spe¬ 
cially  fabricated  parts,  n.  c.  c.' 

Industrial  manufacturing  and  service-industries  ma¬ 
chines,  n.  e.  c.,  and  specially  fabricated  parts,  n.  c.  c. 
(sfwcify  by  name): 

CONS  8 

60 

RO 

775998 

Jacks,  power,  n.  e.  c.,  with  lifting  capacity  of  10  tons 
and  over,  and  specially  fabricat<^  parts,  n.  e.  c.> 

WATERCRAFT  *  •  * 

Merchant  ships  (excluding  converted  military  water 
craft): 

CONS  8 

50 

RO 

795100 

Passenger  ships,  of  U.  8,  registry,  for  scrapping  (specify 
gross  rcRistercd  tonnage).* 

No. 

STEE 

None 

RO 

796115 

Barges,  of  U.  8.  registry,  for  scrapping  (specify  gross 
registered  tonnage).* 

No. 

STEE 

None 

RO 

795117 

Tankers,  of  U.  8.  registry,  for  scrapping  (specify  gross 
registered  tonnageV* 

No. 

STEE 

None 

RO 

795120 

Cargo  ships,  except  barges  and  tankers,  of  TT.  8.  regis¬ 
try,  for  scrapping  (specify  gross  registered  tonnage) 
(specify  type).* 

No. 

STEE 

None 

RO 

795125 

Tugs  and  towboats,  of  U.  8.  registry,  for  scrapping 
(sfM'cify  gross  registered  tonnage).* 

No. 

STEE 

None 

RO 

795130 

Drctlges,  of  U.  8.  registry,  for  scrapping  (specify  gross 
registered  tonnage).* 

No. 

STEE 

None 

RO 

795135 

Merchant  shii>s,  n.  e.  c.,  of  U.  8.  registry,  for  scrapping 
(specify  gross  resigtered  tonnage).* 

No. 

STEE 

None 

RO 

*  These  conimoilities  are  exportable  under  the  Foreign  Distribution  (FD)  license  (sec  Part  378 
of  this  sultohapter ). 

2  All  vessels  of  U.  S.  registry,  except  vessels  of  war,  require  approval  from  OIT  for  scrapping 
abroad,  whether  such  vessels  are  located  In  the  IJ.  8.  or  In  foreign  waters  at  the  time  the  decision 
Is  made  to  scrap  the  vessel  or,  if  the  vessel  is  located  In  foreign  waters,  to  sell  it  for  scrut>|>lug. 
See  I  373.53  of  the  CES  of  this  suhehapter. 

*  S«‘e  §  370.4  of  this  subchapter  for  types  of  watercraft  requiring  export  authorization  from 
Maritime  Administration  and  State  Department. 

*  Includes  hulls. 

“These  commodities  are  subject  to  IC/DV  requirements  (see  5  373.2  of  this  gubchai)tcr), 
effective  November  16,  1953. 

>  This  amendment  was  published  in  Current  Export  Bulletin  No.  715,  dated  October  1, 
1953. 
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Dept,  of 
('om- 
meroe 
Schedule 
B  No. 

Commodity 

Unit 

Processing 
code  and 
related 
commodity 
group 

OLV 

dollar- 

value 

limits 

Validated 

license 

required 

79.M40  ^ 

WATEBCRAFT  *  •  * — Continued 

Fishing  and  .small  commoreial  watercraft  (excluding  con- 

No. 

8TEE 

None 

RO 

785150 

verted  military  watercraft),  of  U.  8.  registry,  for  scrap¬ 
ping  (specify  gross  registert^  tonnage).' 

Recreational  watercraft  (excluding  converted  military 

No. 

8TEE 

None 

RO 

839900 

watercraft),  of  U.  8.  registry,  for  scrapping  (specify 
gross  registered  tonnage).* 

Other  industrial  chemicals: 

Red  phosphorous  ' _ _ _ 

SALT  65 

100 

RO 

roc>in<»ieK  on  ihik*' 

•  Hy  this  amoiulnicnt  the  27th  entry  on  the  Positive  List  under  flchednle  B  No.  8.‘?9900  ta 
revlseil  to  read  as  follows :  “Phosphorous,  including  red.”  The  Periodic  RequirementB  (PUL) 
Ih^ense  (see  Part  37«  of  this  suhchapter )  and  Foreign  Distribution  (FD)  license  (see  Part  378 
of  tills  suhchapter)  are  made  availalile  for  idiosphorous,  including  re<l ;  and  effective  November 
10.  1953,  red  phosphorous  is  subject  to  the  IC/DV  procedure  (see  §  373.2  of  this  subchapter). 

This  part  of  the  amendment  shall  become  effective  as  of  12:01  a.  m.,  October  8. 
1953,  except  that  with  respect  to  Schedule  B  numbers  795100  through  795150  it 
shall  become  effective  as  of  12:01  a.  m .  October  1,  1953. 

2.  llie  following  commodities  are  deleted  from  the  Positive  List: 


Dopt.  of 
Commerce 
Schedule 
B  No.  1 


Commodity 


615450 

838500 

850500 


Tools  (all  metals),  n.  c.  c.: 
liacksuw  blades,  power. 

Ammonium  compounds,  except  fertilixers  (report  fertilizers  and  fetilizcr  materials  In  850500-855100): 
Ammonium  compounds,  n.  e.  c.  (specify  by  name): 

Ammonium  sulfate. 

Nitroeenous  fertilizer  materials  (report  nitrogenous  pbospbatic  types  in  854100,  854900): 

Nitrogenous  chemical  materials: 

Ammonium  sulfate. 


This  part  of  the  amendment  shall  become  effective  as  of  October  1,  1953. 

3.  The  following  revisions  are  made  in  commodity  descriptions.  These  revisions 
include  changes  in  GLV  dollar-value  Umits  where  specified: 


Dept,  of 
Com¬ 
merce 
Schedule 
B  No. 

Commodity 

Unit 

Processing 
code  and 
related 
commodity 
group 

GLV 

dollar- 

value 

Umits 

Validated 

license 

required 

730S10 

Specialized  mining  machines  and  equipment,  n.  e.  c.,  and 
(larts,  n.  e.  c.: 

S{)e<‘ialized  mining  machines  and  equipment,  n.  e.  c., 
and  specially  faliricated  (larts  and  accessories, 
n.  e.  c.  (si>ecify  hy  name): 

Jacks,  with  lifting  ca|>acity  of  10  tons  and  over,  and 
specially  fabricated  parts,  n.  e.  c.' 

Jacks,  with  lifting  catiacity  of  10  tons  and  over,  and 
sjiecially  fabricated  jiarts,  n.  e.  c.* 

Explosives: 

Safety  fuses  (except  non-detonating  blasting  fuses  con¬ 
taining  only  a  black  powder  core).' 

CONS  8 

60 

RO 

794900 

CONS  8 

60 

RO 

86250U 

Lin.  ft. 

ORGN  1 

10 

RO 

*The  aliove  entry  Is  added  separately  to  the  Positive  List  under  Schedule  B  No.  730810.  This 
eommodity  is  presently  included  on  the  Positive  List  in  the  second  and  last  entries  under  Schedule 
B  No.7.'{0.sl(i.  The  effect  of  this  revision  is  (1)  to  reduce  the  GLV  dollar-value  limit  from  $100  to 
(2)  to  extend  the  controls  from  K  to  KO ;  (3)  to  change  the  processing  code  from  MINE  to 
8:  and  (4)  to  make  available  for  this  commodity  the  Foreign  Distribution  (FD)  license 
(s<>e  Part  .378  of  this  subchapter). 

•The  above  entry  is  added  separately  to  the  Positive  List  under  Schedule  B  No.  794960.  This 
coninioility  is  presimtly  Included  on  the  Positive  List  in  the  last  entry  under  Schedule  B  No.  794960. 
The  effi'ct  of  this  revision  is  (1)  to  reduce  the  GLV  dollar-value  limit  from  $100  to  $.j0  ;  (2) 
to  extend  the  controls  from  K  to  RG ;  (3)  to  change  the  processing  co<le  from  TRAN  to  CONS  8: 
and  (4)  to  make  available  for  this  commodity  the  Foreign  Distribution  (FD)  license  (see  l*art 
378  of  this  suliclia|iter). 

•The  above  entry  is  substituted  for  the  entry  presently  on  the  Positive  List  under  Schedule  B 
No.  862500.  The  effect  of  this  revision  is  to  clarify  the  coverage,  and  is  effective  immediately. 


This  part  of  the  amendment  shall  be¬ 
come  effective  as  of  October  8,  1953,  ex¬ 
cept  as  otherwise  indicated. 

Shipments  of  any  commodities  re¬ 
moved  from  general  license  to  Country 
Group  R  or  Country  Group  O  destina¬ 
tions  as  a  result  of  changes  set  forth  in 
items  1  and  3  of  this  amendment,  except 
Schedule  B  Nos.  795100  through  795150, 
which  were  on  dock,  on  lighter,*  laden 
aboard  an  exporting  carrier,  or  in  transit 
to  a  port  of  exit  pursuant  to  actual  or¬ 
ders  for  export  prior  to  12:01  a.  m., 
October  8.  1953,  may  be  exported  under 
the  previous  general  license  provisions 


up  to  imd  including  October  31,  1953. 
Any  such  shipment  not  laden  aboard  the 
exporting  carrier  on  or  before  October 
31,  1953,  requires  a  validated  license  for 
export. 

(Sec.  3.  63  Stat.  7;  65  Stat.  43;  67  Stat.  62; 
50  U.  S.  C.  App.  Sup.  2023.  E.  O.  9630,  Sept. 
27.  1945,  10  F,  R.  12245,  3  CPR,  1945  Supp.; 
E.  O.  9919,  Jan.  3,  1948,  13  F.  B.  59,  3  CFR, 
1948  Supp.) 

Loring  K.  Macy, 

Director, 

Office  of  International  Trade. 

[F.  B.  Doc.  53-8592;  Filed,  Oct.  0,  1953; 
8:45  a.  m.] 


TITLE  26— INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

IT.  D.  60431 

References  to  Certain  Officers  in 
Regulations,  Returns,  Etc. 

DEPUTY  collector 

Treasury  Decision  5900,  approved  May 
13,  1952  (17  F.  R.  4464),  and  Treasury 
Decision  5901,  approved  May  15, 1952  (17 
F.  R.  4561) ,  are  hereby  amended  by  strik¬ 
ing  “reference  to  a  deputy  collector  shall 
be  deemed  to  refer  to  an  internal  revenue 
agent"  from  subdivision  (b)  of  the  first 
paragraph  of  each  and  inserting  in  lieu 
thereof  the  foUowdng:  “reference  to  a 
deputy  collector  shall  be  deemed  to  refer 
to  an  internal  revenue  agent,  except  that 
after  September  30,  1953,  reference  to  a 
deputy  collector  shall  be  deemed  to  refer 
to  a  collection  officer." 

Because  the  sole  purpose  of  this  Treas¬ 
ury  decision  is  to  conform  Tresusury  De¬ 
cisions  5900  and  5901,  and  the  docu¬ 
ments  amended  by  such  Treasury  de¬ 
cisions,  to  the  revision  of  the  titles  of 
certain  employees  of  the  Internal  Reve¬ 
nue  Service,  it  is  hereby  found  that  it 
is  unnecessary  to  issue  this  Treasury 
decision  with  notice  and  public  pro¬ 
cedure  under  section  4  (a)  of  the  Ad¬ 
ministrative  Piucedure  Act,  approved 
June  11,  1946,  or  subject  to  the  effective 
date  limitations  of  section  4  (c)  of  that 
act. 

This  Treasury  decision  shall  be  effec¬ 
tive  upon  its  filing  for  publication  in  the 
Federal  Register. 

(53  stat.  375,  467;  26  U.  S.  C.  3176.  3791) 

[SEAL]  Justin  F.  Winkle, 

Acting  Commissioner  of 
Internal  Revenue. 

September  30,  1953. 

Approved:  October  6,  1953. 

M.  B,  Folsom, 

Acting  Secretary  of  the  Treasury. 

IF,  R.  Doc.  53-8658;  Filed,  CX:t.  9,  1953; 

8:50  a.  m.] 


Subchapter  C— Miscellaneous  Excise  Taxes 
IT.  D.  6044;  Regs.  29] 

Part  197 — Drawback  of  Tax  on  Distilled 
Spirits  Used  in  the  Manufacture  of 
Nonbeverage  Products 

miscellaneous  amendments 

September  30,  1953. 
Section  3250  (1)  (5)  of  the  Internal 
Revenue  Code  was  amended  by  Public 
Law  283  (83d  Cong.),  to  read  as  follows: 

Sec.  3250.  Tax.  •  •  • 

(1)  Manufacturers  or  producers  of  desig¬ 
nated  nonbeverage  products.  •  •  • 

•  *  *  *  • 

(5)  Drawback.  In  the  case  of  distilled 
spirits  taxpaid  and  used  as  provided  In  thl* 
subsection,  a  drawback  shall  be  allowed— 

(A)  At  the  rate  of  $6  on  each  proof  galloa 
upon  which  tax  is  paid  at  a  rate  of  $9  per 
proof  gallon  prior  to  the  effective  date  of 
section  462  of  the  Revenue  Act  of  1951, 

(B)  At  the  rate  of  $9.50  on  each  proof 
gallon  upon  which  tax  is  paid  at  a  rate 
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of  $10.50  per  proof  gallon  on  and  after  the 
effective  date  of  section  462  of  the  Revenue 
Act  of  1951,  and 

(C)  At  the  rate  of  $8  on  each  proof  gallon 
upon  which  tax  is  paid  at  a  rate  of  $9  per 
proof  gallon  after  March  31,  1954. 

Such  drawback  shall  be  due  and  payable 
quarterly  upon  filing  of  a  proper  claim  with 
the  Secretary;  except  that,  where  any  person 
entitled  to  such  drawback  shall  elect  in  writ¬ 
ing  to  file'  monthly  claims  therefor,  such 
drawback  shall  be  due  and  payable  monthly 
upon  filing  of  a  proper  claim  with  the  Secre¬ 
tary:  Provided,  however,  That  the  Secretary 
may  require  persons  electing  to  file  monthly 
drawback  claims  to  file  with  him  a  bond  or 
other  security  in  such  amount  and  with  such 
conditions  as  he  shall  by  regulations  pre¬ 
scribe.  Any  such  election  may  be  revoked 
uixin  filing  of  notice  thereof  with  the  Secre¬ 
tary.  No  claim  under  this  subsection  shall 
be  allowed  unless  filed  with  the  Secretary 
within  the  three  months  next  succeeding  the 
quarter  in  which  the  distilled  spirits  covered 
by  the  claim  were  used  as  provided  in  this 
subsection. 

•  •  •  •  * 

In  order  to  conform  Regulations  29  (26 
CFR  Part  197),  to  such  amendment,  and 
to  conform  the  regulations  to  the  delega¬ 
tion  to  Assistant  Regional  Commission¬ 
ers,  Alcohol  and  Tobacco  Tax,  of  final 
authority  for  allowance  or  disallowance 
of  drawback  claims,  such  regulations  are 
amended  as  follows: 

Paragraph  1.  Section  197.21  is 
amended  to  read  as  follows: 

§  197.21  Claims.  The  claim  for 
drawback  shall  be  filed  on  Form  843, 
(original  only)  with  the  Assistant  Re¬ 
gional  Commissioner,  for  the  region  in 
which  the  place  of  manufacture  is 
located,  and  shall  pertain  only  to  dis¬ 
tilled  spirits  used  in  the  manufacture  or 
production  of  nonbeverage  produ^’ts 
during  any  one  quarter  of  the  year,  and 
only  one  claim  may  be  filed  for  each 
quarter:  Provided,  That  where  the  man¬ 
ufacturer  has  notified  the  Assistant 
Regional  Commissioner,  in  writing,  of  his 
intention  to  file  claims  on  a  monthly 
basis,  in  lieu  of  a  quarterly  ba.sis,  and 
has  filed  a  bond  in  compliance  with  the 
provisions  of  §  197.21a,  claims  may  be 
filed  monthly  in  lieu  of  quarterly:  Pro¬ 
vided  further.  That  any  such  election  for 
the  filing  of  monthly  claims  may  be  re¬ 
voked  upon  filing  of  notice  thereof,  in 
writing,  with  the  Assistant  Regional 
Commissioner. 

Par.  2.  There  is  inserted  immediately 
following  §  197.21  the  following  new 
section  : 

5  197.21a  Bond,  Form  1730.  Every 
person  de.siring  to  file  claims  for  draw¬ 
back  on  a  monthly  basis  shall,  upon  fil-‘ 
ing  his  notice  of  such  intention  as  pro¬ 
vided  in  §  197.21,  execute  a  bond  on  Form 
1730,  in  triplicate,  in  conformity  with  the 
provisions  of  §§  197.35  through  197.50, 
and  file  the  same  with  the  Assistant  Re¬ 
gional  Commissioner.  The  penal  sum  of 
the  bond  must  be  sufficient  to  cover  the 
amount  of  drawback  which  will,  during 
any  quarterly  period,  constitute  a  charge 
against  the  bond:  Provided,  That  the 
penal  sum  of  any  bond  shall  not  exceed 
$200,000  nor  be  less  than  $1,000.  The 
bond  shall  be  a  continuing  one,  and  the 
liability  thereof  subject  to  increa.se  as 
successive  monthly  claims  are  allowed 
No.  199 - 2 


thereunder  and  to  decrease  as  the  veri¬ 
fications  of  such  monthly  claims  are 
made.  When  the  limit  of  liability  under 
a  bond  given  in  less  than  the  maximum 
penal  sum  has  been  reached,  no  further 
drawback  on  monthly  claims  will  be  al¬ 
lowed  unless  prior  charges  against  the 
bond  have  been  decreased,  or  a  new’,  or 
additional,  bond  in  sufficient  penal  sum 
is  furnished. 

Par.  3.  Section  197.22  is  amended  to 
read  as  follow’s: 

§  197.22  Date  of  filing  claim.  Quar¬ 
terly  claims  for  drawback  must  be  filed 
with  the  A.ssistant  Regional  Commis¬ 
sioner  w'ithin  the  three  months  next  suc¬ 
ceeding  the  quarter  in  which  the  dis¬ 
tilled  spirits  covered  by  the  claim  were 
used  in  the  manufacture  of  nonbeverage 
products.  Monthly  claims  for  drawback 
may  be  filed  at  any  time  after  the  end  of 
the  month  in  which  the  distilled  spirits 
covered  by  the  claim  were  used  in  the 
manufacture  of  nonbeverage  products, 
but  must  be  filed  not  later  than  the  close 
of  the  third  month  succeeding  the  quar¬ 
ter  in  which  such  spirits  were  used. 

Par.  4.  Section  197.24  is  amended  as 
follows: 

(A)  By  striking  the  phrase  ‘‘which  shall 
be  prepared  in  duplicate”  in  the  first 
sentence  thereof. 

(B)  By  striking  the  second  sentence, 
which  begins  ‘‘One  copy  shall  be”. 

(C)  By  striking  the  word  “collection” 
In  subparagraph  (5)  of  paragraph  (a) 
and  inserting  in  lieu  thereof  the  follow¬ 
ing:  “internal  revenue”. 

(D)  By  striking., the  words  “Deputy 
Commissioner”  wherever  they  api>ear  in 
subparagraphs  (3)  and  (4)  of  paragraph 
(c)  and  inserting  in  lieu  thereof  the  fol¬ 
lowing:  “Director”. 

(E)  By  striking  the  phrase  “American 
Institute  of  Homeopathy”  in  subpara¬ 
graph  (3)  of  paragraph  (c)  and  inserting 
in  lieu  thereof  the  following;  “Homeo¬ 
pathic  Pharmacopoeia  of  the  United 
States”. 

(F)  By  striking  the  phrase  “A.  I.  H..” 
in  subparagraph  (3)  of  paragraph  (c) 
and  inserting  in  lieu  thereof  the  follow¬ 
ing:  “H.  P.  U.  S.,”. 

(G)  By  striking  the  word  “quarter** 
wherever  it  appears  in  subparagraphs 
(1),  (2)  and  (3)  of  paragraph  (d)  and 
inserting  in  lieu  thereof  the  word 
“period”. 

(H)  By  striking  the  w’ord  “quarter” 
w’hcrever  it  appears  in  paragraph  (e) 
and  inserting  in  lieu  thereof  the  word 
“period”. 

Par.  5.  Section  197.25  and  headnote 
are  amended  to  read  as  follows : 

5  197.25  Action  on  quarterly  claims. 
The  Assistant  Regional  Comniissioner 
will  date-stamp  the  claim  and,  after  re¬ 
cording,  will  examine  the  claim  for  the 
purpose  of  determining  whether  it  is 
properly  executed  and  that  all  support¬ 
ing  data  have  been  submitted  and  will 
conduct  such  inquiries  and  investigations 
as  may  be  necessary  to  verify  that  draw¬ 
back  is  allowable  on  the  distilled  spirits 
covered  by  the  claim.  After  completion 
of  such  verification  he  will  allow  or  dis¬ 
allow  the  claim  in  accordance  with  his 
findings  and  existing  law  and  regulations. 


Par.  6.  There  is  inserted  immediately 
following  S  197.25  the  following  new 
section: 

5  197.25a  Action  on  monthly  claims. 
The  Assistant  Regional  Commissioner 
will  date-stamp  the  claim  and,  after  re¬ 
cording,  will  examine  the  claim  for  the 
purpose  of  determining  whether  it  is 
properly  executed  and  that  all  required 
supporting  data  have  been  submitted. 
Where  a  bond  in  the  maximum  penal 
sum  or,  if  less  than  such  maximum,  in  a 
sufficient  penal  sum,  is  on  file,  the  As.sist- 
ant  Regional  Commissioner  will  verify 
that  the  amount  of  drawback  claimed  is 
correctly  calculated,  based  on  the  quan¬ 
tity  of  distilled  spirits  stated  to  have 
been  used  by  the  manufacturer,  and, 
without  investigation,  allow  or  disallow 
the  claim  (including  the  final  claim  for 
any  quarter)  in  accordance  with  existing 
law  and  regulations.  Where  the  bond  on 
file  is  not  in  a  sufficient  penal  sum.  action 
on  the  claim  will  be  withheld  pending 
completion  of  an  investigation  subse¬ 
quent  to  the  end  of  the  quarterly  period. 
When  the  final  claim  for  a  quarter  is 
received,  the  Assistant  Regional  Com¬ 
missioner  will  conduct  such  investigation 
as  may  be  necessary  to  verify,  as  to  each 
claim  filed  for  the  quarter,  that  the  draw¬ 
back  allowed,  or  claimed  where  bond  was 
insufficient,  was  proper:  Provided,  That 
where  the  total  charges  outstanding 
against  the  manufacturer’s  bond  are  less 
than  the  penal  sum  of  such  bond,  the 
Assistant  Regional  Commissioner  may, 
at  his  discretion,  conduct  such  investiga¬ 
tion  at  less  frequent  intervals.  Upon 
completion  of  verification  the  Assistant 
Regional  Commissioner  will  credit  the 
manufacturer’s  bond  in  an  amount  equal 
to  the  drawback  on  the  spirits  found  to 
have  been  lawfully  used. 

(53  Stat.  467;  26  U.  S.  C.  3791.  Interpret  or 
apply  53  Stat.  388,  as  amended,  495;  26  U.  S.  C. 
3250,  4041) 

Par.  7.  There  Is  in.serted  at  the  end 
thereof  the  following  centeiheads  and 
groups  of  sections: 

bonds  and  consents  or  stjrifttes 

Sec. 

197.35  General. 

197.36  Corporate  surety. 

197.37  Powers  of  attorney. 

197.38  Individual  sureties. 

197.39  Ownership  of  real  property. 

197.40  Execution  of  Form  33  (AT) 

197.41  Certificate  of  title. 

197.42  Appraisal. 

197.43  Investigation. 

197.44  Requalifleation. 

197.45  Deposit  of  collateral. 

197.46  Consents  of  surety. 

197.47  Approval  required. 

197.43  Authority  to  approve. 

197  49  Additional  or  strengthlng  bonds. 

197.50  New  or  superseding  bonds. 

197.51  Account  with  drawback  bond. 

termination  or  bonds 

197.52  General. 

197.53  Application  of  surety  for  release  from 

bond. 

197.54  Extent  of  release  of  surety  from  lia¬ 

bility  under  bond. 

197.55  Action  by  Assistant  Regional  Com¬ 

missioner. 

197.56  Notice  of  termination. 

197.57  Release  of  collateral. 

Authoritt:  19735  to  197.57  Issued  under 

63  Stat.  467;  26  U.  8.  C.  3791.  Interpret  or 
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apply  53  Stat.  388.  as  amended,  495;  26  U.  S.  C. 
3250,  4041. 

BONOS  AND  CONSENTS  OF  SURETIES 

5  197.35  General.  Every  person  re¬ 
quired  to  file  a  bond  or  consent  of  surety 
under  the  provisions  of  this  part  shall 
prepare  and  execute  it  on  the  prescribed 
form,  in  triplicate,  in  accordance  with 
the  provisions  in  this  part  and  the  in¬ 
structions  printed  on  the  form,  and  shall 
submit  it  to  the  Assistant  Regional  Com¬ 
missioner.  The  bonds  required  by  the 
provisions  in  this  part  shall  be  given 
with  surety  or  collateral  security.  Ihe 
surety  may  be  individual  or  corporate. 
The  surety  may  not  have  any  interest, 
either  direct  or  indirect,  in  the  business 
of  the  principal  on  the  bond. 

§  197.36  Corporate  surety.  Bonds 
may  be  given  with  corporate  surety  au¬ 
thorized  by  the  Secretary  of  the  Treasury 
to  become  surety  on  Federal  bonds,  sub¬ 
ject  to  the  limitations  prescribed  by  the 
Secretary  in  Treasury  Department  Form 
356,  Commissioner  of  Accounts,  Surety 
Bonds  Branch,  which  is  issued  annually, 
and  subject  to  such  amendatory  circulars 
as  may  be  issued  from  time  to  time.  A 
bond  executed  by  two  or  more  corporate 
sureties  shall  be  the  joint  and  several 
liability  of  the  principal  and  the  sureties: 
Provided.  That  each  corporate  surety 
may  limit  its  liability  in  terms  upon  the 
face  of  the  bond  in  a  definite,  si>ecified 
amount,  which  amount  shall  not  exceed 
the  limitations  prescribed  for  such  cor¬ 
porate  surety  by  the  Secretary,  as  .set 
forth  in  Treasury  Department  Form  356. 
When  the  sureties  so  limit  their  liability, 
the  aggregate  of  such  limited  liabilities 
must  equal  the  required  penal  sum  of  the 
bond. 

§  197.37  Powers  of  attorney.  Powers 
of  attorney  and  other  evidence  of  ap¬ 
pointment  of  agents  and  officers  to  exe¬ 
cute  bonds  on  behalf  of  corporate  sure¬ 
ties  are  required  to  be  filed  with,  and 
passed  upon  by.  the  Commissioner  of 
Accounts.  Surety  Bonds  Branch,  Treas¬ 
ury  Department.  Such  powers  and  other 
evidence  of  appointment  need  not  be 
filed  with,  or  submitted  to.  Assistant  Re¬ 
gional  Commissioners.  Powers  of  at¬ 
torney  or  other  evidence  of  appointment 
of  agents  and  officers  to  execute  bonds  on 
behalf  of  the  principal,  must  be  filed  on 
Form  1534,  in  triplicate,  with  the  As¬ 
sistant  Regional  Commissioner  with 
whom  the  bond  is  filed. 

5  197.38  Individual  sureties.  Bonds 
may  be  given  with  individual  sureties  of 
which  there  mu.st  be  not  less  than  two, 
each  of  whom  must  qualify  by  executing 
Form  33  (AT),  in  triplicate.  Individual 
sureties  must  be  citizens  of  the  United 
States  and  reside  in  the  State  in  which 
the  business  of  the  principal  is  to  be  con¬ 
ducted.  No  person  will  be  accepted  as 
an  individual  surety  in  a  State  in  which 
he  is  not  authorized  to  become  a  surety. 

§  197.39  Ownership  of  real  property. 
Each  individual  surety  must  own  unen¬ 
cumbered  real  property,  in  fee  simple, 
the  appraised  value  of  w’hich,  over  and 
above  any  exemptions  from  execution 
allowed  by  the  laws  of  the  State,  is  equal 
to  the  penal  sum  of  the  bond.  Such 


real  property  must  be  located  within 
the  State  where  the  business  of  the  prin¬ 
cipal  is  to  be  conducted.  The  real  prop¬ 
erty  must  be  described  in  the  surety’s 
affidavit,  Form  33  (AT),  with  all  of  the 
formalities  required  in  conveyances  of 
real  estate  by  the  laws  of  the  State  in 
which  it  is  situated. 

§  197.40  Execution  of  Form  33  (AT). 
The  surety’s  affidavit  on  Form  33  (AT) 
shall  contain  all  of  the  information  re¬ 
quired  by  this  part  and  the  instructions 
printed  on  the  form.  The  form  shall  be 
subscribed  and  sworn  to  before  an  officer 
duly  authorized  to  administer  oaths,  and 
one  copy  thereof  shall  be  attached  to 
each  copy  of  the  bond  to  w  hich  it  relates. 

§  197.41  Certificate  of  title.  There 
must  be  submitted  with  the  surety’s  affi¬ 
davit,  Form  33  (AT) ,  a  certificate  of  title, 
in  triplicate,  showing  that  the  surety  has 
a  fee  simple  title  free  of  encumbrances  to 
the  realty  described  in  the  form:  Pro¬ 
vided,  That  where  recognized  by  the  law's 
of  the  State  in  which  the  realty  is  located, 
there  may  be  submitted,  in  lieu  of  a 
certificate  of  title,  a  document  of  com¬ 
parable  validity,  such  as  a  certified  copy 
of  a  title  insurance  policy  or  a  certificate 
of  search  and  finding  executed  by  an 
authorized  attorney. 

§  197.42  Appraisal.  There  W’ill  also 
be  submitted  with  Form  33  (AT)  an  ap¬ 
praisal.  in  triplicate,  by  two  or  more  com¬ 
petent  persons,  designated  by  the  Assist¬ 
ant  Regional  Commissioner  for  the  pur¬ 
pose,  showing  separately  the  value  of  the 
land  and  buildings,  and  a  full  and  clear 
statement  of  the  method  employed  by 
them  in  determining  their  valuation. 
The  appraisal  shall  be  at  the  expense  of 
the  principal  on  the  bond,  unless  it  is 
made  by  Government  officers. 

§  197.43  Investigation.  The  Assist¬ 
ant  Regional  Commis-sioner  must  cause 
an  investigation  to  be  made  of  all  the 
facts  stated  in  the  surety’s  affidavit  on 
Form  33  (AT)  and  supporting  docu¬ 
ments.  and  shall  forward  one  copy  of 
the  report  of  such  investigation  to  the 
Commissioner  with  the  bond  and  accom¬ 
panying  Form  33  (AT). 

§  197.44  Requalification.  The  Com¬ 
missioner  or  Assistant  Regional  Commis¬ 
sioner  may  at  any  time  require  the  re¬ 
qualification  of  individual  sureties  on 
Form  33  (AT). 

§  197.45  Deposit  of  collateral.  Ex¬ 
cept  as  provided  in  this  section,  bonds 
or  notes  of  the  United  States,  or  other 
obligations  which  are  unconditionally 
guaranteed  as  to  both  interest  and  prin¬ 
cipal  by  the  United  States,  may  be 
pledged  and  deposited  by  principals  as 
collateral  security  in  lieu  of  individual 
or  corporate  sureties.  Assistant  Re¬ 
gional  Commissioners  on  receiving  such 
bonds  or  notes,  or  other  obligations, 
pledged  and  deposited  by  principals  as 
collateral  security  in  lieu  of  surety,  shall 
deposit  such  securities  as  required  by 
Department  Circular  No.  154,  revised  (31 
CFR  Part  225).  United  States  Savings, 
Defense  Savings,  and  War  Savings  Bonds 
issued  under  the  authority  of  section  22 
of  the  Second  Liberty  Bond  Act,  as 
amended,  and  other  bonds  and  notes  of 


the  United  States,  which  are  nontrans- 
ferable  or  the  hypothecation  of  which 
w'ill  not  be  recognized  by  the  'Treasury 
Department,  may  not  be  pledged  and 
deposited  as  security  in  lieu  of  corporate 
or  individual  sureties. 

(Sec.  1126,  44  stat.  122  as  amended,  sec.  7, 
49  Stat.  22;  6  U.  S.  C.  15) 

§  197.46  Consents  of  surety.  Consents 
of  surety  to  a  change  in  the  terms  of  a 
bond  must  be  executed  on  Form  1533,  in 
as  many  copies  as  are  required  of  the 
bond  which  they  affect,  by  the  principal 
and  all  sureties  with  the  same  formality 
and  proof  of  authority  to  execute  as  are 
required  for  the  execution  of  bonds. 
Form  1533  will  be  used  by  obligors  on 
collateral  bonds  as  well  as  those  on 
surety  bonds.  The  Form  1533  must  prop¬ 
erly  identify  the  bond  affected  thereby 
and  state  specifically  and  precisely  what 
is  covered  by  the  extended  terms  thereof. 
If  the  surety  is  a  corporation,  the  con¬ 
sent  may  be  executed  by  an  agent  or  at¬ 
torney  in  fact  duly  authorized  so  to  do 
by  power  of  attorney  filed  by  the  surety 
w'ith  the  appropriate  Assistant  Regional 
Commissioner,  or  the  consent  may  be 
executed  by  the  home  office  officials  of 
such  corporate  surety;  except  that,  in 
cases  where  the  saving  of  time  is  an  ele¬ 
ment.  the  consent  may  be  executed  by  an 
agent  or  attorney  in  fact  where  the  home 
office  officials,  by  specific  direction,  order 
its  execution.  A  copy  of  such  sp>ecific 
direction  should  be  attached  to  each  copy 
of  such  consent. 

§  197.47  Approval  required.  No  per¬ 
son  using  distilled  spirits  in  the  manu¬ 
facture  of  nonbeverage  products  may  file 
monthly  claim  for  drawback  under  the 
provisions  of  this  part  until  bond  on 
Form  1730  has  been  approved  by  the  As¬ 
sistant  Regional  Commissioner. 

5  197.48  Authority  to  approve.  As¬ 
sistant  Regional  Commissioners  are  au¬ 
thorized  to  approve  all  bonds  and  con¬ 
sents  of  surety  required  by  this  part. 

§  197.49  Additional  or  strengthening 
bonds.  In  all  cases  where  the  penal 
sum  of  a  bond  on  file  and  in  effect  is  not 
sufficient,  computed  as  prescribed  by 
this  part,  the  principal  may  give  an  ad¬ 
ditional  or  strengthening  bond  in  a  suf¬ 
ficient  penal  sum.  provided  the  surety 
thereon  is  the  same  as  on  the  bond  al¬ 
ready  on  file  and  in  effect;  otherwise 
a  new  bond  covering  the  entire  liability 
W'ill  be  required.  Such  additional  or 
strengthening  bonds,  being  filed  to  in¬ 
crease  the  bond  liability  of  the  principal 
and  the  surety,  shall  not  be  construed  in 
any  sense  to  be  substitute  bonds,  and  the 
Assistant  Regional  Commissioner  will 
refuse  to  approve  an  additional  or 
strengthening  bond  where  any  notation 
is  made  thereon  which  may  be  construed 
as  a  release  of  any  former  bond  or  as  lim¬ 
iting  the  amount  of  either  bond  to  less 
than  its  full  penal  sum.  Additional  or 
strengthening  bonds  must  show  the  cur¬ 
rent  date  of  execution  and  the  effective 
date  in  the  blank  spaces  provided  there¬ 
for.  Such  bonds  must  have  marked 
thereon,  by  the  obligors  at  the  time  of 
execution,  “Additional  Bond,'’  or 
“Strengthening  Bond,”  as  the  case  may 
be. 


2 


Saturday,  October  10,  1953 


FEDERAL  REGISTER 


&153 


5  197.50  New  or  superseding  bonds. 
The  principal  on  any  bond  filed  pursuant 
to  this  part  may,  at  any  time,  substitute 
a  new  bond  therefor.  Executors,  admin¬ 
istrators,  assignees,  receivers,  trustees, 
or  other  persons  acting  in  a  fiduciary 
capacity,  continuing  or  liquidating  the 
business  of  the  principal,  must  execute 
and  file  a  new  bond  or  obtain  the  consent 
of  the  surety  or  sureties  on  the  existing 
bond  or  bonds.  When,  in  the  opinion  of 
the  Commissioner  or  the  Assistant  Re¬ 
gional  Commissioner,  the  interests  of  the 
Government  demand  it  or  in  any  case 
where  the  security  of  the  bond  becomes 
impaired  in  whole  or  in  part  for  any 
reason  whatever,  the  principal  will  be 
required  to  give  a  new  bond.  A  new  bond 
.shall  be  required  immediately  in  case  of 
death,  removal  from  the  State,  or  insol¬ 
vency  of  an  individual  surety,  or  the  in¬ 
solvency  of  a  corporate  surety.  Where  a 
bond  is  found  to  be  not  acceptable  or  for 
any  reason  becomes  invalid  or  of  no 
effect,  the  principal  shall  be  required  to 
file  immediately  a  new  and  satisfactory 
bond.  Superseding  bonds  must  show  the 
current  date  of  execution  and  the  date 
they  are  to  be  effective,  and  each  such 
bond  shall  have  marked  thereon,  by  the 
obligors  at  the  time  of  execution,  “Super¬ 
seding  Bond.”  Wliere  a  new  bond  is 
submitted  by  the  principal  to  supersede 
a  bond  or  bonds  then  in  effect,  and  such 
superseding  bond  has  been  approved, 
the  superseded  bond  shall  be  released  as 
to  transactions  occurring  wholly  subse¬ 
quent  to  the  effective  date  of  the  super¬ 
seding  bond  and  notice  of  termination 
of  the  superseded  bond  may  be  issued  as 
provided  in  §  197.55. 

§197.51  Account  with  drawback 
bond.  The  Assistant  Regional  Com¬ 
missioner  w'ill  keep  an  account  with  each 
bond  governing  the  allowance  of  draw¬ 
back  on  a  monthly  basis.  The  principal 
will  be  charged  with  the  amount  of 
drawback  allowed  on  each  monthly 
claim.  Credit  will  be  given  on  the 
account  with  the  bond  in  the  amount 
equal  to  the  drawback  found  by  audit 
and  investigation  to  be  allowable,  under 
the  provisions  of  this  part. 

TERMINATION  OF  BONDS 

§  197.52  General.  Continuing  bonds 
on  Form  1730  will  be  terminated  by 
the  Assi.stant  Regional  Commissioner  as 
to  liability  on  drawback  allowed  after 
a  specified  future  date  (a)  pursuant  to 
a  notice  by  the  surety  as  provided  in 
§  197.53,  (b)  following  approval  of  a  su¬ 
perseding  bond,  as  provided  in  §  197.50, 
or  (c)  following  notification  by  the  prin¬ 
cipal  of  his  intent  to  discontinue  the 
filing  of  claims  on  a  monthly  basis: 
Provided,  That  the  bond  will  not  be 
terminated  until  all  outsanding  liability 
thereunder  has  been  discharged.  Upon 
termination,  the  Assistant  Regional 
Commis-sioner  will  mark  the  bond  “can¬ 
celed”  followed  by  the  date  of  cancella¬ 
tion,  and  will  issue  a  notice  of  termina¬ 
tion,  Form  1490,  or  a  notice  of  release. 
Form  1491,  as  provided  in  §  197.56. 

§  197.53  Application  of  surety  for  re¬ 
lease  from  bond.  A  surety  on  any  bond 
required  by  this  part  may  at  any  time, 
in  writing,  notify  the  Assistant  Regional 
Commissioner  in  whose  ofiQce  the  bond 


is  on  file,  and  the  principal,  that  he  de¬ 
sires  to  be  relieved  of  liability  under 
the  bond  at  a  date  not  less  than  60  days 
after  the  date  of  the  notification.  One 
copy  of  the  notice  must  be  delivered  to 
the  principal  and  two  copies  shall  be 
delivered  to  the  Assistant  Regional 
Commi.s.sioner.  If  the  notice  is  given  by 
an  agent  of  the  surety  it  must  be  ac¬ 
companied  by  a  power  of  attorney  au¬ 
thorizing  the  agent  to  give  such  notice, 
or  by  a  verified  statement  that  such 
power  of  attorney  is  on  file  with  the 
Treasury  Department.  The  surety  must 
al.so  file  with  the  Assistant  Regional 
Commissioner  an  acknowledgment  or 
other  proof  of  service  of  such  notice  on 
the  principal. 

§  197.54  Extent  of  release  of  surety 
from  liability  under  bond.  If  the  notice 
required  by  §  197.53  is  not  withdrawn 
thereafter  in  writing,  the  rights  of  the 
principal  as  supported  by  the  said  bond 
shall  be  terminated  on  the  date  named 
in  the  notice,  and  the  surety  will  be  re¬ 
lieved  from  liability  for  drawback  al¬ 
lowed  subsequent  to  the  date  named. 
Liability  for  drawback  allowed  prior  to 
the  date  named  in  the  surety’s  notice 
will  continue  until  the  claims  for  such 
draw'back  have  been  properly  verified  by 
the  Assistant  Regional  Commissioner 
according  to  law  and  this  part.  Where 
the  principal  files  a  valid  superseding 
bond,  the  surety  on  the  bond  superseded 
will  be  relieved  from  liability  for  draw¬ 
back  allowed  wholly  subsequent  to  the 
effective  date  of  the  superseding  bond. 

§  197;55  Action  by  Assistant  Regional 
Commissioner.  When  an  application  by 
the  surety  for  release  from  bond  is  filed 
with  the  A.ssistant  Regional  Commis¬ 
sioner,  or  when  a  superseding  bond  has 
been  approved,  or  when  the  principal 
has  discontinued  filing  claims  on  a 
monthly  basis,  the  Assistant  Regional 
Commissioner  will  make  a  complete  ex¬ 
amination  of  records  to  determine 
whether  there  is  any  liability  then  due 
and  payable,  or  chargeable,  outstanding 
against  the  bond.  If  it  is  found  that 
liabilities  chargeable  again.st  the  bond 
have  not  been  paid  or  credited  or  other¬ 
wise  settled,  no  further  action  will  be 
taken  until  all  such  liabilities  have  been 
settled.  If  the  Assistant  Regional  Com¬ 
missioner  finds  that  the  bond  may  be 
properly  terminated,  he  will  issue  notice 
of  termination  in  accordance  with  the 
provisions  of  §  197.56. 

§  197.56  Notice  of  termination.  Upon 
determining  that  the  bond  on  Form  1730 
may  be  terminated,  the  Assistant  Re¬ 
gional  Commissioner  will  execute  a  notice 
of  termination.  Form  1490,  where  a 
superseding  bond  has  been  approved,  or 
a  notice  of  release.  Form  1491,  where  the 
principal  has  discontinued  filing  monthly 
claims,  or  where  the  surety  has  made  ap¬ 
plication  for  release  from  bond  as  pro¬ 
vided  in  §  197.53.  The  notice  of  termi¬ 
nation  or  the  notice  of  release  shall  be 
prepared  in  quadruplicate  where  there 
is  but  one  surety,  and  in  quintuplicate 
where  there  are  two  sureties.  The  As¬ 
sistant  Regional  Commissioner  will  for¬ 
ward  the  original  of  the  notice  to  the 
Commissioner,  together  with  a  copy  of 
the  surety’s  application,  if  any,  furnish 
one  copy  to  each  obligor,  and  retain  one 


copy  of  the  notice  and  the  .surety’s  appli¬ 
cation,  if  any,  on  file  with  the  bond  to 
which  it  relates. 

§  197.57  Release  of  collateral.  The 
release  of  collateral  pledged  and  de¬ 
posited  to  support  bonds  required  by  this 
part  will  be  in  accordance  with  the  pro¬ 
visions  of  Department  Circular  No.  154, 
revised  (31  CFR  Part  225) ,  subject  to  the 
conditions  governing  issuance  of  notices 
on  Forms  1490  and  1491  of  the  termina¬ 
tion  of  such  bonds.  When  the  Assistant 
Regional  Commissioner  determines  that 
there  is  no  outstanding  liability  against 
the  bond,  and  has  satisfied  him.'^elf  that 
the  interests  of  the  Government  will  not 
be  jeopardized,  the  security  may  be  re¬ 
leased  and  returned  to  the  principal. 

(44  Stat.  122  as  amended;  6  U.  S.  C.  15) 

Compliance  with  the  notice,  public 
procedure  thereon  and  effective  date  re¬ 
quirements  of  the  Administrative  Pro¬ 
cedure  Act,  approved  June  11,  1946.  has 
been  found  impracticable  and  contrary 
to  the  public  interest  in  connection  with 
the  issuance  of  these  amendments,  for 
the  reason  that  tlie  provisions  of  sec¬ 
tion  3250  (1)  (5)  as  amended  by  Public 
Law  283  (83d  Congress)  are  effective 
October  1,  1953. 

These  amendments  will  become  ef¬ 
fective  October  1,  1953,  except  the 
amendment  to  §  197.25  which  is  hereby 
made  effective  July  1,  1953. 

[seal!  T,  Coleman  Andrews, 

Commissioner  of  Internal  Revenue. 

Approved:  October  6,  1953. 

M.  B.  Folsom, 

Acting  Secretary  of  the  Treasury. 

IF.  R.  Doc.  53-8657;  Piled.  Oct.  9,  1953; 

8:49  a.  m.] 


TITLE  27— INTOXICATING 
LIQUORS 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

References  to  Certain  Officers  in 
Regulations,  Returns,  Etc. 

DEPUTY  collectors 

Cross  Reference:  For  an  amendment 
to  Treasury  Decision  5901  which  affects 
nomenclature  provided  by  Treasury  De¬ 
partment  orders,  see  Title  26,  Chapter  I, 
Treasury  Decision  6043,  supra. 

TITLE  32— NATIONAL  DEFENSE 

Chapter  IV — Joint  Regulations  of  the 
Armed  Forces 

Subchapter  E — Defense  Controct  Financing 
Redesignation 

Subchapter  D — Defen.se  Contract  Fi¬ 
nancing,  has  been  redesignated  and  will 
henceforth  appear  as  Subchapter  E — De¬ 
fense  Contract  Financing. 

Val  Hogue, 

Chief,  Directives  Section,  Office 
of  the  Administrative  Secre¬ 
tary,  Office  of  the  Secretary  of 
Defense. 

October  6,  1953. 

[P.  B.  Doc.  63-8677;  Piled,  Oct.  0.  1963; 
10:39  a.  m.] 
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RULES  AND  REGULATIONS 


Chapter  XI — National  Guard  and 
State  Guard,  Department  of  the 
Army 

Part  1101 — National  Guard 
Regulations 

ENLISTED  MEN 

Correction 

In  P;  R.  Doc.  53-8551,  appearing  at 
page  6379  of  the  issue  for  Wednesday, 
October  7,  1953,  the  first  paragraph 
should  read  as  follows: 

Sections  1101.14  through  1101.20  are 
rescinded  and  the  following  substituted 
therefor: 


TITLE  32A— NATIONAL  DEFENSE, 
APPENDIX 

Chapter  I — Office  of  Defense 
Mobilization 

[Defense  Mobilization  Order  VII-41 

DMO  vn-4 — ODM  Policy  Guidance  on 

Government-Owned  Production 

Equipment 

In  order  to  maintain  a  highly  effective 
and  immediately  available  machine  tool 
and  production  equipment  reserve  for 
the  mobilization  readiness  program  of 
the  United  States  Government,  the  Of¬ 
fice  of  Defense  Mobilization  sets  forth 
the  following  policy  on  Government- 
owned  production  equipment,  including 
machine  tools. 

1.  Disposition  of  production  equips 
ment — A.  Department  of  Defense.  Pro¬ 
duction  equipment  owned  by  the  De¬ 
partment  of  Defense  for  which  there 
exists  a  known  or  anticipated  defen.se 
mobilization  need  should  be  held  in  eflB- 
cient  operating  condition  in  “packaged 
form*’  (“packaged  form*’  means  a  com¬ 
plete  complement  of  production  equip¬ 
ment  and  tools  capable  of  producing  a 
particular  military  item  or  items  at  a 
particular  plant)  at  or  near  the  plants 
which  will  operate  them  in  event  of  an 
emergency.  In  the  event  no  such  stor¬ 
age  arrangement  is  possible,  the  equip¬ 
ment  may  be  stored  in  central  Govern¬ 
ment  warehouses,  but,  in  such  cases,  all 
efforts  should  be  exerted  to  maintain  in¬ 
tact  complete  complements  of  produc¬ 
tion  equipment  and  tools.  In  those 
cases  in  which  complements  of  equip¬ 
ment  are  not  wholly  Government- 
owned.  every  effort  should  be  made  to 
keep  as  much  as  possible  of  the  total 
equipment  complement  in  packaged 
form. 

Department  of  Defense  owned  tools 
and  equipment  shall  not  be  leased  for 
non-defense  production  except  when 
plans  for  leasing  have  been  submitted  by 
the  Department  of  Defense  and  ap¬ 
proved  by  the  Office  of  Defense 
Mobilization. 

B.  Other  Government  agencies. 
Production  equipment  owned  by  Gov¬ 
ernment  agencies,  other  than  the 
Department  of  Defense,  should  be  stored 
adjacent  to  manufacturing  establish¬ 
ments  only  if  there  exists  a  known  or 


anticipated  defense  mobilization  need 
therefor  at  such  location  and  if  storage 
arrangements  provide  for  the  mainte¬ 
nance  of  the  equipment  in  efficient 
operating  condition.  Where  adjacent 
storage  is  not  required  to  meet  a  known 
or  anticipated  defense  mobilization  need, 
the  equipment  should  be  placed  in  stor¬ 
age  by  the  owning  agencies  under  the 
most  economical  arrangements  that  are 
compatible  with  maintenance  of  the 
equipment  in  efficient  operating  condi¬ 
tion. 

No  production  equipment  owned  by 
Government  agencies,  other  than  the 
Department  of  Defense,  shall  be  leased 
for  non-defense  production  except  when 
plans  for  such  leasing  have  been  prepared 
by  the  owning  agencies  and  approved  by 
the  Office  of  Defense  Mobilization. 

2.  Scope  of  policy.  'The  policy  guid¬ 
ance  set  forth  herein  shall  relate  to  all 
Government-owned  production  equip¬ 
ment,  as  defined  in  Supplement  A  to 
DMO-18,  whether  or  not  such  equipment 
is  included  in  the  Inventories  established 
by  DMO-18A  and  DMO-18B.  This  order 
is  not  designed  to  affect  any  existing 
leases  of  Government-owned  production 
equipment. 

3.  Reports.  Periodic  reports  of  opera¬ 
tions  under  this  policy  will  be  submitted 
to  the  Director  of  the  Office  of  Etefense 
Mobilization  and  made  public  by  him. 


4.  This  order  shall  take  effect  on  Oc¬ 
tober  9,  1953. 

Office  of  Defense  Mobilization, 
Arthur  S.  Flemming, 

Director. 

(P.  R.  Doc.  53-8671;  Filed,  Oct.  8,  1953: 
1:16  p.  m.] 


Chapter  XXI — Defense  Rental  Areas 
Division,  Office  of  Defense  Mobili¬ 
zation 

[Rent  Regulation  1,  Arndt.  160  to  Schedule  A] 
[Rent  Regulation  2,  Arndt.  158  to  Schedule  A] 
RR  1 — Housing 

RR  2 — Rooms  in  Rooming  Houses  and 
Other  Establishments 

Schedule  A — Defense -Rental  Areas 

VIRGINIA 

Effective  October  13.  1953,  Rent  Regu¬ 
lation  1  and  Rent  Regulation  2  are 
amended  so  that  the  item  of  Schedule  A 
indicated  below  reads  as  set  forth  below. 

(Sec.  204,  61  Stat.  197,  as  amended;  50  U.  S.  C. 
App.  Sup.  1894) 

Issued  this  7th  day  of  October  1953. 

Glenwood  J.  Shbrrard, 

Director, 

Defense  Rental  Areas  Division. 


.‘?tafp  and  name  of  1 
dofense-rcntal  area 

Class 

Coun  ty  or  counties  in  df'fense-rental  area  under  rejfulat  ion 

Maximum 
rent  date 

’ 

Effective 
date  of 
regulation 

Virgin  fa 

(343a)  Quantico.... 

A 

PRINCK  WILLIAM  COUNTY,  eseept  the  districts 

Jan.  1, 1051 

Jan.  17,1952 

of  lireiitsvillo,  Uainesvilie,  and  Manas.sas. 

This  amendment  decontrols  a  part  of  the  Quantico  (Virginia)  Defense  Rental 
Area  on  the  initiative  of  the  Director,  Defense  Rental  Areas  Division,  Office  of 
Defense  Mobilization,  under  section  204  (c)  of  the  act. 


[F.  R.  Doc.  53-8672;  Filed,  Oct.  8,  1953;  1:16  p.  m.J 


(Rent  Regulation  3,  Arndt.  150  to  Schedule  A] ' 

[Rent  Regulation  4.  Arndt.  94  to  Schedule  A) 

RR  3 — Hotels 
RR  4 — Motor  Courts 
Schedule  A — Defense-Rental  Areas 

VIRGINIA 

Effective  October  13,  1953,  Rent  Regulation  3  and  Rent  Regulation  4  are  amended 
so  that  the  item  of  Schedule  A  indicated  below  read.s  as  set  forth  below. 

(Sec.  204,  61  Stat.  197,  as  amended:  50  U.  S.  C.  App.  Sup.  1894) 

Issued  this  7th  day  of  October  1953. 

Glenw(X)D  J.  Sherrard, 
Director, 

Defense  Rental  Areas  Division. 


Name  of  defense- 

State 

County  or  counties  in  defense-rental 

Maximum 

Effective  date 

rental  area 

area  under  regulation 

rent  date 

of  regulation 

(343a)  Quantico.... 

Virginia... 

PRINCE  WILLIAM  COUNTY,  except  the  dis¬ 
tricts  of  Urentsville,  Oaine.sville,  and  Manassas. 

Jan.  1,1951  j 

Jan.  17,1952 

This  amendment  decontrols  a  part  of  the  Quantico  (Virginia)  Defense  Rental 
Area  on  the  initiative  of  the  Director.  Defense  Rental  Areas  Division,  Office  of 
Defense  Mobilization,  under  section  204  (c)  of  the  act. 


[F.  R.  Doc.  53-8673;  Filed.  Oct.  8,  1953;  1:16  p.  m.] 


Saturday^  October  10,  1953 


FEDERAL  REGISTER 


TITLE  33— NAVIGATION  AND 
NAVIGABLE  WATERS 

Chapter  I — Coast  Guard,  Department 
of  the  Treasury 

Part  19 — Waivers  of  Navigation  and 
Vessel  Inspection  Laws  and  Regu¬ 
lations 

VESSELS  OPERATED  BY  PACIFIC  MICRONESIAN 
LINES,  INC. 

Cross  Reference:  For  promulgation 
of  a  waiver  order  affecting  5  19.35  De¬ 
partment  of  the  Interior  vessels  operated 
by  Pacijlc  Micronesian  Lines,  Inc.,  see 
Title  46,  Chapter  I,  Part  154,  infra. 


TITLE  43 — PUBLIC  LANDS: 
INTERIOR 

Chapter  I — Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 

Appendix — Public  Land  Orders 
IPublic  Land  Order  917 J 
Alaska 

partially  revoking  executive  orders 

NOS.  8344  OF  FEBRUARY  10,  1940  AND 

8789  OF  JUNE  14,  194  1 

By  virtue  of  the  authority  vested  in  the 
President  by  section  1  of  the  act  of  June 
25,  1910  <36  Stat.  847;  43  U.  S.  C.  141) 
and  otherwise,  and  pursuant  to  Execu¬ 
tive  Order  No.  10355  of  May  26, 1952,  it  is 
ordered  as  follows: 

Executive  Orders  No.  8344  of  February 
10.  1940,  and  No.  8789  of  June  14,  1941, 
reserving  public  lands  in  Alaska  for  cer¬ 
tain  public  puiTxises,  are  hereby  revoked 
so  far  as  they  affect  the  following- 
described  lands: 

Kodiak  Island 

V.  S.  Survey  No.  3038. 

U.  S.  Survey  No.  3099. 

U.  S.  Survey  No.  3100. 

U.  S.  Survey  I'  >.  3101. 

U.  S.  Survey  No.  3103. 

U.  S.  Survey  No.  3104. 

The  tracts  described  aggregate  189.56 
acres. 

The  lands  released  from  withdrawal 
by  this  order  shall  not  become  subject  to 
Uie  initiation  of  any  rights  or  to  any’ 
dispo.sition  under  the  public-land  laws 
until  it  is  so  provided  by  an  order  of 
classification  to  be  issued  by  an  author¬ 
ized  officer  opening  the  lands  to  applica¬ 
tion  under  the  Small  Tract  Act  of  June 
1,  1938  (52  Stat.  609;  43  U.  S.  C.  682a  >, 
as  amended,  with  a  ninety-one  day  pref¬ 
erence  right  period  for  filing  such  appli¬ 
cations  by  veterans  of  World  War  II  and 
other  qualified  persons  entitled  to  pref¬ 
erence  under  the  act  of  September  27, 
1944  (58  Stat.  497;  43  U.  S.  C.  279-284) 
as  amended. 

Orme  Lewis, 

Assistant  Secretary  of  the  Interior. 

October  6,  1953. 

(F.  R.  Doc.  68  8634;  Filed,  Oct.  9,  1953; 

8:45  a.  m.] 


TITLE  46— SHIPPING 

Chapter  I— Coast  Guard,  Department 
of  the  Treasury 

Subchapter  O — Regulations  Applicable  To 
Certain  Vessels  During  Emergency 
[CGFR  53-451 

Part  154 — Waivers  of  Navigation  and 

Vessel  Inspection  Laws  and  Regu¬ 
lations  * 

vessels  operated  by  pacific  micronesian 

LINES,  INC. 

The  Secretary  of  Defense  in  a  letter 
dated  September  10,  1953,  recommended 
a  general  waiver  of  all  the  navigation 
and  vessel  inspection  law's  administered 
by  the  United  States  Coast  Guard,  as 
well  as  the  regulations  issued  thereunder 
and  published  in  33  CFR  Chapter  I  or  in 
this  chapter,  to  the  extent  necessary  to 
permit  the  operation  of  certain  vessels 
which  are  the  property  of  or  in  the  cus¬ 
tody  of  the  Department  of  the  Interior 
and  operated  under  contract  by  the  Pa¬ 
cific  Micronesian  Lines,  Inc.,  to  furnish 
transportation  in  tlie  Trust  Territory  of 
the  Pacific  Islands,  as  well  as  between  the 
Trust  Territory  of  the  Pacific  Islands  and 
all  the  ports  of  the  United  States,  in¬ 
cluding  its  territories  and  possessions, 
and  foreign  ports,  and  funher  recom¬ 
mended  that  the  waiver  order  designated 
S  154.35,  dated  June  30,  1953,  and  pub¬ 
lished  in  the  Federal  Register  July  9, 
1953  (18  P.  R.  4010),  be  amended  to  in¬ 
clude  four  non-self-propelled  tank 
barges. 

The  purpose  of  the  following  waiver 
order  designated  S  154  35,  as  well  as  33 
CFR  19.35,  is  to  waive  the  navigation 
and  vessel  inspection  laws  and  regula¬ 
tions  issued  pursuant  thereto  which  are 
administered  by  the  United  States 
Coast  Guard  to  the  extent  neces?ary  to 
permit  tlie  operation  of  the  U.  S.  S. 
“Chicot”  (AK  170  >,  U.  S.  S.  “Gunner’s 
Knot”  (ofiicial  number  248054),  U.  S.  S. 
“Errol”  (AKL  4).  U.  S.  S.  “Metomkin” 
(AKL  7),  U.  S.  S.  “Roque”  (AKL  8) ,  and 
U.  S.  S.  “Tony”  <AKL  11),  as  well  as 
the  schooner  “Frela,”  the  schooner  “Mil- 
leeta,”  and  the  .survey  boat  “Baker”  or 
other  vessels  which  may  be  used  as  sub¬ 
stitutes  for  these  vessels  and  four  non¬ 
self -uropelled  tank  barges  (YCXIN,  num¬ 
bered  13.  18,  20,  and  21 )  which  are  the 
property  of  or  in  the  custody  of  the  De- 
partnient  of  the  Interior,  by  the  Pacific 
Micronesian  Lines,  Inc.,  to  furnish  trans¬ 
portation  in  the  Trust  Territory  of  the 
Pacific  Islands,  as  well  as  between  the 
Trust  Territory  of  the  Pacific  Islands  and 
the  United  States,  including  its  terri¬ 
tories  and  possessions,  and  foreign  ports, 
until  and  including  June  30,  1954,  un¬ 
less  sooner  terminated  by  proper  au¬ 
thority,  and  to  supersede  the  waiver 
order  dated  June  30,  1953,  and  published 
in  the  Federal  Register  July  9,  1953  (18 
P.  R.  4009).  It  is  hereby  found  that 
compliance  with  the  notice  of  proposed 
rule  making,  public  rule  making  pro¬ 
cedure  thereon,  and  effective  date  re¬ 
quirements  thereof  of  the  Administra- 


*This  is  also  codified  In  33  CFR  Part  19. 


tive  Procedure  Act  is  impracticable  and 
cont^'ary  to  the  public  interest. 

By  virtue  of  the  authority  vested  in 
me  as  Commandant,  United  States  Coast 
Guard,  by  an  order  of  the  Acting  Secre¬ 
tary  of  the  Treasury,  dated  January  23, 
1951,  identified  as  CGFR  51-1,  and  pub¬ 
lished  in  the  Peder.al  Register  dated 
January  26.  1951  (16  P.  R.  731),  the  fol¬ 
lowing  waiver  order  is  promulgated  and 
shall  be  in  effect  to  and  including  June 
30,  1954,  unless  sooner  terminated  by 
proper  authority,  and  §  154.35  is  revised 
as  follows: 

§  154.35  Department  of  the  Interior 
vessels  operated  by  the  Pacific  Micro¬ 
nesian  Lines.  Inc.  (a)  Pursuant  to  the 
recommendation  of  the  Secretary  of 
Defense  in  a  letter  dated  June  26,  1953, 
made  under  the  provisions  of  section  1 
of  Public  Law  891,  81st  Congress  »64 
Stat.  1120;  46  U.  S.  C.,  Sup.,  note  rrec. 
1).  I  hereby  waive  in  the  interest  of 
national  defense  compliance  w’ith  the 
provisions  of  the  navigation  and  ve'^sel 
inspection  laws  administered  by  the 
United  States  Coast  Guard,  as  well  as 
the  regulations  issued  thereunder  and 
published  in  33  CFR  Chapter  I  or  in  this 
chapter,  to  the  extent  necessary  to  psr- 
m’t  the  operation  of  the  U.  S.  S.  “Chicot” 

( AK  170 ) ,  U.  S.  S.  “Gunner’s  Knot”  <  offi¬ 
cial  number  248054),  U.  S.  S.  "Frrol” 
(AKL  4).  U.  S.  S.  “Metomkin”  (AKL  7), 
U.  S.  S.  "Roque”  (AKL  8),  and  U.  S.  S. 
“Torry”  (AIGj  11),  as  well  as  the 
schooner  “Fi-ela,”  the  schooner  “Mil- 
leeta,”  and  the  survey  boat  “Baker”  or 
other  vessels  which  may  be  used  as  sub¬ 
stitutes  for  such  vessels,  which  are  the 
property  or  in  the  custody  of  the  Depart¬ 
ment  of  the  Interior,  and  operat'^d  by 
the  Pacific  Micronesian  Lines,  Inc.,  in 
the  Trust  Territory  of  the  Pacific  Is¬ 
lands.  as  well  as  between  the  Trust 
Territory  of  the  Pacific  Islands  and  all 
the  ports  of  the  United  States,  includ¬ 
ing  its  tciTitories  and  possessions,  and 
foreign  ports,  and  this  waiver  order  shall 
be  in  effect  from  July  1.  1953,  to  and 
including  June  30,  1954.  unless  sooner 
terminated  by  proper  authority. 

(b)  Pursuant  to  the  recommendation 
of  the  Secretary  of  Defense  in  a  letter 
dated  September  10,  1953,  made  under 
the  provisions  of  section  1  of  Public  ^  aw 
891,  81st  Congress  (64  Stat.  1120;  <6  U. 
S.  C.  Sup.,  note  prec.  1),  I  hereby  waive 
in  the  interest  of  national  defen.se  com¬ 
pliance  with  the  provisions  of  the  navi¬ 
gation  and  vessel  inspection  laws 
administered  by  the  United  States  Coast 
Guard,  as  well  as  the  regulations  issued 
thereunder  and  published  in  33  CTPR 
Chapter  I  or  in  this  chapter,  to  the  ex¬ 
tent  necessary  to  permit  the  operation  of 
four  non-self -propelled  tank  barges 
(YCXJN  and  numbered  13,  18,  20.  and 
21.  respectively)  which  are  the  property 
of  or  in  the  custody  of  the  Department 
of  the  Interior  and  operated  by  the  Pa¬ 
cific  Micronesian  Lines,  Inc.,  in  the  Trust 
Territory  of  the  Pacific  Islands,  as  well 
as  between  the  'Trust  Territory  of  the 
Pacific  Islands  and  all  the  ports  of  the 
United  States,  including  its  territories 
and  possessions,  and  foreign  ports,  and 
this  waiver  order  shall  be  in  effect  from 
September  2,  1953,  to  and  including  June 


&ir)6 


RULES  AND  REGULATIONS 


30,  1954,  unless  sooner  terminated  by 
proper  authority. 

(64  Stat.  1120;  46  U.  S.  C.  Sup.,  note  prec.  1) 
Dated:  October  5,  1953. 

[seal]  Merlin  O’Neill, 

Vice  Admiral,  U.  S.  Coast  Guard, 

Commandant. 

(F.  R.  Doc.  53-8655;  Piled.  Oct.  9.  1953; 
8:49  a.  m.J 


TITLE  47— TELECOMMUNI¬ 
CATION 

Chapter  I — Federal  Communications 
Commission 

[Docket  No.  10595] 

Part  1 — Practice  and  Procedure 
Part  3 — Radio  Broadcast  Services 

TIME  FOR  FILING  APPLICATIONS  FOR 
RENEWAL  OF  BROADCAST  STATION  LI¬ 
CENSES;  LICENSE  PERIODS  OF  NONCOM¬ 
MERCIAL  EDUCATIONAL  FM  BROADCAST 
STATIONS 

Correction 

In  F.  R.  Doc.  53-8370,  appearing  at 
page  6242  of  the  issue  for  Wednesday, 
September  30.  1953,  the  section  designa¬ 
tion  “§  3.320”  in  the  third  column  should 
read  “§  1.320  Application  for  renewal  of 
license;  broadcast  and  nonbroadcast." 


PROPOSED 
RULE  MAKING 


DEPARTMENT  OF  AGRICULTURE 

Production  and  Marketing 
Administration 

[  7  CFR  Part  721  1 

Corn 

NOTICE  OF  DETERMINATIONS  PERTAINING  TO 
MARKETING  QUOTAS,  ACREAGE  ALLOTMENTS, 
AND  COMMERCIAL  CORN-PRODUCING  AREA 
FOR  1954  CROP 

Pursuant  to  the  authority  contained 
in  the  applicable  provisions  of  the  Agri¬ 
cultural  Adjustment  Act  of  1938,  as 
amended  (7  U.  S.  C.  1301, 1322. 1327, 1328, 
1329),  the  Secretary  of  Agriculture  is 
preparing  to  determine  whether  market¬ 
ing  quotas  are  required  to  be  proclaimed 
for  the  1954  crop  of  corn,  to  determine 
and  proclaim  the  commercial  corn-pro¬ 
ducing  area  and  the  acreage  allotment 
of  corn  for  the  calendar  year  1954,  and 
to  apportion  such  acreage  allotment 
among  counties  and  farms  within  the 
commercial  corn-producing  area. 

Section  322  of  the  act  provides  that 
whenever  in  any  calendar  year  the  Sec¬ 
retary  determines  ( 1 )  that  the  total  sup¬ 
ply  of  corn  for  the  marketing  year 
beginning  in  such  calendar  year  will  ex¬ 
ceed  the  normal  supply  by  more  than  20 
per  centum,  or  (2)  that  the  total  supply 
of  corn  for  the  marketing  year  ending 
in  such  calendar  year  is  not  less  than  the 
normal  supply  for  the  marketing  year  so 
ending  and  that  the  average  farm  price 


for  com  for  three  successive  months  of 
the  marketing  year  so  ending  does  not 
exceed  66  per  centum  of  parity,  the  Sec¬ 
retary  shall,  not  later  than  November  15 
of  such  calendar  year,  proclaim  such  fact 
and  marketing  quotas  shall  be  in  effect 
in  the  commercial  corn-producing  area 
for  the  crop  of  corn  grown  in  such  area 
in  the  next  calendar  year. 

Section  327  of  the  act  requires  that 
the  Secretary,  not  later  than  February 
1,  1954,  ascertain  and  proclaim  the  com¬ 
mercial  corn-producing  area  for  the 
calendar  year  1954. 

Section  328  of  the  act  provides  that 
the  acreage  allotment  of  corn  for  any 
calendar  year  shall  be  that  acreage  in 
the  commercial  corn-producing  area 
which,  on  the  basis  of  the  average  yield 
for  corn  in  such  area  during  the  ten 
calendar  years  immediately  preceding 
such  calendar  year,  adjusted  for  abnor¬ 
mal  weather  conditions  and  trends  in 
yield,  will  produce  an  amount  of  corn  in 
such  area  which  the  Secretary  deter¬ 
mines  will,  together  with  corn  produced 
in  the  United  States  outside  the  com¬ 
mercial  corn-producing  area  or  im¬ 
ported,  make  available  a  supply  for  the 
marketing  year  beginning  in  such  cal¬ 
endar  year,  equal  to  the  normal  supply. 
The  Secretary  is  required  to  proclaim 
such  acreage  allotment  for  the  1954  crop 
not  later  than  February  1,  1954. 

Section  329  (a)  of  the  act  provides 
that  the  acreage  allotment  for  corn  shall 
be  apportioned  among  the  counties  in 
the  commercial  corn-producing  area  on 
the  basis  of  the  acreage  seeded  for  the 
production  of  corn  during  the  ten  cal¬ 
endar  years  immediately  preceding  the 
calendar  year  in  which  the  apportion¬ 
ment  is  determined  (plus,  in  applicable 
years,  the  acreage  diverted  imder  previ¬ 
ous  agricultural  adjustment  and  conser¬ 
vation  programs),  with  adjustments  for 
abnormal  weather  conditions  and  for 
trends  in  acreage  during  such  period  and 
for  the  promotion  of  soil-conservation 
practices,  but  no  downward  adjustment 
for  the  promotion  of  soil-conservation 
practices  may  exceed  two  per  centum  of 
the  total  acreage  allotment  which  would 
otherwise  be  made  to  such  county.  Sec¬ 
tion  329  <b)  of  the  act  provides  for  the 
apportionment  of  the  county  allotment 
among  farms  within  the  county  on  the 
basis  of  tillable  acreage,  crop-rotation 
practices,  type  of  soil,  and  topography. 

As  defined  in  section  301  of  the  act, 
for  the  purpose  of  these  determinations, 
“total  supply”  for  any  marketing  year 
is  the  carry-over  of  corn  for  such  mar¬ 
keting  year,  plus  the  estimated  produc¬ 
tion  of  corn  in  the  United  States  during 
the  calendar  year  in  which  such  market¬ 
ing  year  begins  and  the  estimated  im¬ 
ports  of  corn  into  the  United  States 
during  such  marketing  year;  “normal 
supply”  for  any  marketing  year  is  the 
estimated  domestic  consumption  of  corn 
for  the  marketing  year  ending  immedi¬ 
ately  prior  to  the  marketing  year  for 
which  normal  supply  is  being  deter¬ 
mined.  plus  the  estimated  exports  of 
corn  for  the  marketing  year  for  which 
normal  supply  is  being  determined,  plus 
ten  per  centum  of  such  consumption  and 
exports,  subject  to  such  adjustments  for 
current  trends  in  consumption  and  for 
unusual  conditions  as  the  Secretary 


deems  necessary;  “marketing  year”  for 
corn  is  the  period  October  1-September 
30 ;  and  “commercial  corn-producing 
area”  is  all  counties  in  w'hich  the  average 
production  of  corn  (excluding  corn  used 
as  silage)  during  the  ten  calendar  years 
immediately  preceding  the  calendar  year 
for  which  such  area  is  determined,  after 
adjustment  for  abnormal  weather  con¬ 
ditions.  is  450  bushels  or  more  per  farm 
and  4  bushels  or  more  for  each  acre  of 
farm  land  in  the  county,  including  also 
any  county  bordering  on  such  commer¬ 
cial  corn-producing  area  which  (or  in 
which  there  is  a  minor  civil  division 
which)  is  likely  to  produce  450  bushels 
or  more  per  farm  and  4  bushels  or  more 
per  acre  of  farmland,  and  excluding  any 
county  from  the  area  which  is  not  likely 
to  meet  such  production  requirements, 
for  the  calendar  year  for  which  the  area 
is  being  determined. 

Section  322  of  the  act  requires  the 
holding  of  a  referendum  within  twenty 
days  after  the  date  of  the  issuance  of  the 
proclamation  of  marketing  quotas  to  de¬ 
termine  whether  farmers  who  would  be 
subject  to  such  quotas  favor  or  oppose 
such  quotas.  Section  362  of  the  act  re¬ 
quires  that  notices  of  farm  acreage  allot¬ 
ments  shall  insofar  as  practicable  be 
mailed  to  the  farm  operators  in  sufficient 
time  to  be  received  prior  to  the  date  of 
the  referendum.  Accordingly,  in  the 
event  that  marketing  quotas  are  pro¬ 
claimed  on  the  1954  crop  of  corn,  it  will 
be  necessary  that  the  commercial  corn- 
producing  area  and  the  acreage  allot¬ 
ment  for  corn  for  the  calendar  year  1954 
be  determined  and  proclaimed,  and  the 
acreage  allotment  apportioned  among 
counties  and  farms,  on  or  about  the  same 
date  on  which  marketing  quotas  are 
proclaimed. 

Prior  to  making  any  of  the  foregoing 
determinations  and  proclamations  with 
respect  to  the  1954  crop  of  corn,  appor¬ 
tionment  of  the  acreage  allotment  among 
counties,  and  the  formulation  of  regula¬ 
tions  for  the  establishment  of  farm 
acreage  allotments,  consideration  will  be 
given  to  data,  views,  and  recommenda¬ 
tions  pertaining  thereto  which  are  sub¬ 
mitted  in  writing  to  the  Director,  Grain 
Branch.  Production  and  Marketing  Ad¬ 
ministration,  United  States  Department 
of  Agriculture.  Washington  25.  D.  C.  All 
written  submissions  must  be  postmarked 
not  later  than  ten  days  after  the  date 
'of  publication  of  this  notice  in  the  Fed¬ 
eral  Register. 

Issued  at  Washington,  D.  C.,  this  7th 
day  of  October  1953. 

Howard  H.  Gordon, 
Administrator. 

|F.  R.  Doc.  53-8665;  Filed,  Oct.  9,  1953; 

8:51  a.  ni.] 


[  7  CFR  Part  918  ] 

(Docket  No,  AO  219- A2] 

Handling  of  Milk  in  Memphis, 
Tennessee,  Marketing  Area 

NOTICE  OF  HEARING  ON  PROPOSED  AMEND¬ 
MENTS  TO  TENTATIVE  MARKETING  AGREE¬ 
MENT  AND  TO  ORDER 

Pursuant  to  the  Agricultural  Market¬ 
ing  Agreement  Act  of  1937,  as  amended 


Saturday,  October  10,  1953 


FEDERAL  REGISTER 


6157 


■  7  U.  S.  C.  601  et  scq.) ,  and  the  applicable 
rules  of  practice  and  procedure  govern-^ 
ing  the  formulation  of  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR  Part 
900),  notice  is  hereby  given  of  a  public 
hearing  to  be  held  at  the  King  Cotton 
Hotel.  Memphis,  Tennessee,  beginning 
at  10:00  a.  m.,  e.  s.  t.,  October  16,*1953, 
for  the  purpose  of  receiving  evidence 
with  respect  to  emergency  and  other  eco¬ 
nomic  conditions  which  relate  to  the 
handling  of  milk  in  the  Memphis,  Ten¬ 
nessee.  marketing  area  and  to  the  pro¬ 
posed  amendments  hereinafter  set  forth, 
or  appropriate  modifications  thereof,  to 
the  tentative  marketing  agreement  here¬ 
tofore  approved  by  the  Secretary  of  Agri¬ 
culture  and  to  the  order  regulating  the 
handling  of  milk  in  the  Memphis,  Ten¬ 
nessee,  marketing  area  (7  CFR  918  et 
seq.).  These  proposed  amendments 
have  not  received  the  approval  of  the 
Secretary  of  Agriculture. 

Amendments  to  the  order  regulating 
the  handling  of  milk  in  the  Memphis, 
Tennessee,  milk  marketing  area  have 
been  proposed.  Said  proposals  on  which 
immediate  action  has  been  requested  are 
listed  as  follows: 

By  Mid-South  Milk  Producers  Associa¬ 
tion  : 

1.  Amend  the  proviso  in  §  918.51  (a) 
to  bring  about  a  more  current  adjust¬ 
ment  in  the  Class  I  price  in  accordance 
with  the  changes  in  the  relationship  be¬ 
tween  the  volume  of  producer  milk  and 
Class  I  sales. 

2.  Consider  the  emergency  economic 
and  marketing  conditions  which  make  it 
necessary  that  immediate  action  be  taken 
on  the  foregoing  proposal. 

By  Dairy  Branch,  Production  and  Mar¬ 
keting  Administration; 

3.  Make  such  changes  as  may  be  re¬ 
quired  to  make  the  entire  marketing 
agreement  and  order  conform  with  any 
amendments  thereto  that  may  result 
from  this  hearing. 

A  hearing  has  also  been  proposed  with 
respect  to  the  definitions  of  producer, 
handler,  and  marketing  area.  Specific 
proposals  with  respect  to  these  pro¬ 
visions,  and  any  additional  proposals 
which  may  be  filed  on  or  before  Novem¬ 
ber  1,  1953,  by  interested  parties,  will 
be  considered  at  a  subsequent  hearing 
to  be  announced  at  a  later  date. 

Copies  of  this  notice  of  hearing  and 
of  the  order  now  in  effect  may  be  pro- 
i  cured  from  the  Market  Administrator, 
j  198  South  Main  Street,  Memphis  3, 

I  Tennessee,  or  from  the  Hearing  Clerk, 
Room  1353,  South  Building.  United 
States  Department  of  Agriculture,  Wa.sh- 
ington  25,  D.  C.,  or  may  be  there  in¬ 
spected. 

Dated:  October  7,  1953. 

I  SEAL]  Roy  W.  Lennaftson, 

Assistant  Administrator. 

IF.  R.  Doc.  53  ^666:  Piled,  Oct.  0.  1953; 

8:51  a.  m.J 


[  7  CFR  Part  927  ] 

[Docket  No.  AO-71-A-25] 

Handling  of  Miik  in  New  York  Metro¬ 
politan  Milk  Marketing  Area 

NOTICE  OF  HEARI.XG  ON  PROPOSED  AMEND¬ 
MENTS  TO  TENTATIVE  AGREEMENT  AND  TO 

ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  the 
formulation  of  marketing  agreements 
and  marketing  orders  (7  CFR  Part  900), 
notice  is  hereby  given  of  a  public  hear¬ 
ing  to  be  held  at  the  Utica  Hotel,  in 
Utica,  New  York  on  October  19,  1953, 
beginning  at  10:00  a.  m.,  e.  s.  t.,  for  tlie 
purpose  of  receiving  evidence  with  re¬ 
respect  to  the  proposed  amendments 
hereinafter  set  forth,  or  appropriate 
modifications  thereof,  to  the  tentative 
marketing  agreement  and  to  the  order, 
as  amended,  regulating  the  handling  of 
milk  in  the  New  York  metropolitan  milk 
marketing  area.  These  proposed  amend¬ 
ments  have  not  received  the  approval  of 
the  Secretary  of  Agriculture. 

Following  are  proposed  amendments 
listed  for  hearing; 

1.  Eliminate  the  use  of  the  Boston 
weighted  average  price  of  cream  in  com¬ 
puting  the  Class  III  price. 

2.  Eliminate  the  use  of  the  Chicago 
area  price  of  nonfat  dry  milk  solids  and 
substitute  the  New  York  City  price  quo¬ 
tations  for  nonfat  dry  milk  solids  in  com¬ 
puting  the  Class  III  price. 

3.  Eliminate  the  use  of  spray  quota¬ 
tions  for  pricing  Class  II  and  Class  III 
milk  used  in  the  manufacture  of  roller 
process  nonfat  dry  milk  solids. 

4.  Provide  for  using  the  same  market 
quotations  for  nonfat  dry  milk  solids 
and  the  same  yield  factor  in  computing 
prices  both  for  Class  II  and  Class  lU 
milk. 

5.  Provide  a  minus  differential  of  7 
cents  per  hundredweight  for  milk  used 
for  milk  chocolate  and  other  candy 
products. 

6.  Provide  that  milk  utilized  for  mak¬ 
ing  butter  be  priced  on  the  New  York 
City  price  of  92-score  butter  less  the 
present  butter-cheese  differential. 

7.  Amend  §  927.37  to  provide  a  sepa¬ 
rate  classification  for  milk  utilized  in 
Cheddar,  American  Cheddar,  Colby, 
Washed  Curd,  or  Part  Skim  Cheddar 
Cheese,  and  amend  §  927.40  to  price  such 

milk  as  follows:  "For  Class _ milk, 

the  price  per  hundredweight  during  each 
month  shall  be  the  price  computed  as 
follows:  From  the  average  of  the  weekly 
quotations  during  such  month  on  the 
Wisconsin  Cheese  Exchange,  Plymouth. 
Wisconsin,  for  Cheddars,  exclusive  of 
junior  grades,  or  in  the  absence  of  such 
quotations  for  Cheddars,  the  weekly  quo¬ 
tations  for  twins,  using  sales  when  re¬ 
ported.  and  when  sales  not  reported, 
using  the  highest  of  reported  bids  and/or 
offers;  subtract  3  cents  and  multiply 
the  result  by  9.” 

8.  Amend  §  927.40  (1)  to  read  as  fol¬ 
lows: 


(f)  For  Class  III  milk,  the  price  shall 
be  the  highest  of  the  prices  specified  by, 
or  computed  pursuant  to.  subparagraphs 

(1),  (2),  and  (3)  of  this  paragraph: 
Provided,  That  the  provisions  of  sub- 
paragraph  (3)  shall  not  be  in  effect  dur¬ 
ing  the  months  from  March  through 
July  or  during  any  month  when  the  price 
of  40  percent  cream  is  not  available. 

<  1 )  The  average  of  prices  paid  during 
such  month  by  “18  Midwest  condens- 
eries”  as  reported  by  the  United  States 
Department  of  Agriculture. 

(2)  The  price  computed  from  the  fol¬ 
lowing  formula: 

<i)  To  the  simple  average  of  the  daily 
wholesale  selling  prices  per  pound  « using 
the  midpoint  of  any  price  range  as  one 
price)  reported  during  such  month  by 
the  Unit^  States  Department  of  Agri¬ 
culture  for  Grade  A  or  92-score  bulk 
creamery  butter  in  the  New  York  City 
market,  and  add  two  cents  and  multiply 
by  1.22. 

(ii)  Multiply  the  result  by  3.5. 

(iii)  Add  an  amount  obtained  by  mul¬ 
tiplying  by  8.2  the  simple  average,  as 
computed  by  the  market  administrator, 
of  the  prices  per  pound  of  roller  process 
and  spray  process  nonfat  dry  milk  solids, 
for  human  consumption  in  carlots,  f .  o.  b. 
manufacturing  plants  in  the  Chicago 
area,  as  published  by  the  United  States 
Department  of  Agriculture  for  the  period 
from  the  26th  day  of  the  immediately 
preceding  month  through  the  25th  day 
of  the  current  month ;  and 

(iv)  Subtract  7  cents  (transportation 
allowance)  and  subtiact  70  cents  (han¬ 
dling  allowance). 

( 3 )  The  price  computed  from  the  fol¬ 
lowing  formula: 

(i)  Divide  the  audited  weighted  aver¬ 
age  price  per  40-quart  can  of  40  percent 
bottling  quality  cream  f.  o.  b.  Bo.ston  as 
published  by  the  United  States  Depart¬ 
ment  of  Agriculture  for  such  month  by 
33.48; 

(ii)  Multiply  the  result  by  3.5; 

(iii)  Add  an  amount  obtained  by  mul¬ 
tiplying  by  7.8  the  simple  average,  as 
computed  by  the  market  administrator, 
of  the  prices  per  pound  of  roller  process 
and  spray  pr(x;ess  nonfat  dry  milk 
solids,  for  human  consumption  in  carlots, 
f.  o.  b.  manufacturing  plants  in  the  Chi¬ 
cago  area,  as  published  by  the  United 
States  Department  of  Agriculture  for  the 
period  from  the  26th  day  of  the  im¬ 
mediately  preceding  month  through  the 
26th  day  of  the  current  month;  and 

(iv)  Subtract  7  cents  (transportation 
allowance)  and  subtract  70  cents  (han¬ 
dling  allowance). 

9.  The  material  now  included  in  5  927. 
42  be  labeled  (a)  and  a  new  paragraph 
(b)  be  included  to  provide  transfer  al¬ 
lowances  for  Class  III  milk.  Such 
transfer  allowances  should  be  set  at  a 
rate  substantially  below  compensatory 
levels  of  plant  handling  and  hauling 
costs  in  order  to  discourage  uneconomic 
transfers. 

Transfer  allowances  should  be  further 
subject  to  the  following  conditions; 

(a)  No  transfer  payments  shall  be 
made  during  the  time  that  a  desiiable 
utilization  rule  is  in  effect. 
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(b>  No  transfer  payment  shall  be  al¬ 
lowable  on  an  interplant  movement  of 
less  than  one  mile. 

(c)  No  transfer  payments  shall  be  al¬ 
lowable  for  milk  sent  from  a  plant  at 
which  milk  was  manufactured  into  Class 
III  products  during  any  part  of  the  calen¬ 
dar  month. 

(d)  No  transfer  payments  shall  be  al¬ 
lowable  for  milk  shipped  to  a  plant  which 
during  the  calendar  month  has  shipped 
milk  in  Class  I-A,  I-B,  or  I-C,  except  that 
transfer  payments  shall  be  allowed  for 
so  much  of  the  milk  received  from  an¬ 
other  plant  as  exceeds  in  quantity  the 
milk  shipped  in  Class  I-A,  I-B,  or  I-C. 

Copies  of  this  notice  of  hearing,  the 
said  order,  as  amended,  and  the  said 
tentative  marketing  agreement  may  be 
procured  from  the  Market  Administra¬ 
tor,  205  East  42d  Street,  New  York  17, 
New  York,  or  from  the  Hearing  Clerk, 
United  States  Department  of  Agricul¬ 
ture,  Room  1353,  South  Building,  Wash¬ 
ington  25,  D.  C.,  or  may  be  there 
insr>ected. 

Dated:  October  6,  1953. 

[seal]  Roy  W.  Lennartson, 

Assistant  Administrator. 

[P.  R.  Doc.  53-8668:  Piled,  Oct.  9.  1953; 

8:52  a.  m.] 


[  7  CFR  Part  927  1 

[Docket  No.  AO  71  A-231 

Handling  of  Milk  in  New  York  Metro¬ 
politan  Milk  Marketing  Area 

decision  with  respect  to  proposed  mar¬ 
keting  AGREEMENT  AND  PROPOSED  ORDER 
AMENDING  ORDER,  AS  AMENDED 

Preliminary  statement.  Pursuant  to 
the  provisions  of  the  Agricultural  Mar¬ 
keting  Agreement  Act  of  1937,  as  amended 
(7  U.  S.  C.  601  et  seq.),  and  the  applica¬ 
ble  rules  of  practice  and  procedure,  as 
amended,  governing  proceedings  to  for¬ 
mulate  marketing  agreements  and  mar¬ 
keting  orders  (7  CFR  Part  900),  and  in 
accordance  with  the  notice  of  hearing 
issued  on  December  24,  1952  (18  F.  R. 
43),  a  public  hearing  was  held  at  Syra¬ 
cuse,  New  York,  on  January  22-23,  1953, 
and  on  February  16-21,  1953,  upKjn  cer¬ 
tain  proposed  amendments  to  the  tenta¬ 
tive  marketing  agreement  and  to  the 
order,  as  amended,  regulating  the  han¬ 
dling  of  milk  in  the  New  York  metropoli¬ 
tan  milk  marketing  area  (7  CFR  927,1 
et  seq.). 

The  hearing  was  held  with  respect  to 
whether  the  milk  marketing  order,  as 
amended,  for  the  New  York  metropolitan 
marketing  area  should  continue  to  pro¬ 
vide  payments,  from  the  producer-settle¬ 
ment  fund,  to  co-operative  associations 
of  producers  for  market-wire  services, 
and.  if  so.  the  changes,  if  any,  which 
should  be  made  in  the  present  provisions 
of  the  order,  as  amended,  under  which 
the  payments  are  authorized  for  market¬ 
wide  services.  A  marketing  agreement 
has  never  been  executed  with  respect  to 
this  program  but  the  hearing  relates  also 
to  the  provisions  in  the  tentative  market¬ 
ing  agreement  that  are  comparable  to 
the  co-operative  payment  provisions  in 


the  order,  as  amended.  Tlie  term 
“order,”  as  used  in  this  decision,  means 
the  order,  as  amended,  regulating  the 
handling  of  milk  in  the  New  York  metro¬ 
politan  milk  marketing  area  (7  CFR  927.1 
et  seq.)  pursuant  to  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.  S.  C.  601  et  seq.). 

The  transcript  of  the  testimony  at  the 
hearing  consists  of  more  than  1,700  pages 
and  numerous  exhibits.  Subsequent  to 
the  hearing,  some  of  the  interested 
parties  filed  with  the  Hearing  CHerk  pro¬ 
posed  findings  and  conclusions  and 
written  arguments  or  briefs  with  respect 
to  the  evidence  adduced  at  the  hearing. 

Rulings.  Upon  the  basis  of  the  evi¬ 
dence  introduced  at  the  hearing  and  the 
record  thereof,  the  Assistant  Adminis¬ 
trator.  Production  and  Marketing  Ad¬ 
ministration,  on  August  17,  1953,  filed 
with  the  Hearing  Clerk.  United  States 
Department  of  Agriculture,  his  recom¬ 
mended  decision  in  this  proceeding.  The 
notice  of  filing  of  such  recommended 
decision  and  opportunity  to  file  written 
exceptions  thereto  was  published  in  the 
Federal  Register  on  August  21,  1953  (18 
F.  R.  4998).  The  rulings  contained  in 
the  recommended  decision  on  the  pro¬ 
posed  findings  and  conclusions  submitted 
by  interested  parties  are  hereby  con¬ 
firmed. 

Careful  consideration  has  been  given 
to  all  of  the  exceptions  filed  in  this  pro¬ 
ceeding,  and  these  exceptions,  together 
with  requested  findings  and  conclusions 
associated  therewith,  are  hereby  denied 
to  the  extent  to  which  they  are  at  vari¬ 
ance  with  the  findings  and  conclusions 
herein  set  forth. 

One  exception  relates  to  whether  the 
Secretary’s  decision  should  be  “final” 
with  respect  to  a  ruling  by  the  Market 
Administrator  on  the  qualification  or 
disqualification  of  a  cooperative  or  fed¬ 
eration.  A  slight  change  has  been  made 
to  make  it  clear  that  the  Secretary’s  de¬ 
cision,  in  that  respect,  constitutes  final 
administrative  action  and  that  judicial 
review,  if  such  is  appropriate  and  availa¬ 
ble.  is  not  precluded  and  may  be  obtained 
in  accordance  with  the  appropriate  pro¬ 
cedure,  including  a  petition  under  sec¬ 
tion  8c  (15)  (A)  of  the  statute  if  such 
is  requisite  to  judicial  review. 

It  is  asserted  in  some  of  the  exceptions 
that  the  decision  of  the  Supreme  Court 
in  Brannan  v.  Stark,  342  U.  S.  451,  pre¬ 
cludes  payments  to  cooperatives  for  mar¬ 
ket-wide  services,  such  as  those  provided 
for  in  the  amendment  to  the  order  as  set 
forth  in  this  decision.  But  the  Court’s 
opinion  in  Brannan  v.  Stark  relates  to 
an  order  in  another  market,  and  the  evi¬ 
dentiary  facts  and  provisions  in  that  case 
are  significantly  different,  in  various  re¬ 
spects.  from  those  involved  in  this  rule- 
making  proceeding.  It  is  concluded, 
after  careful  consideration  of  that  case, 
that  the  provisions  for  cooperative  pay¬ 
ments  for  market-wide  services,  as  pro¬ 
vided  for  in  the  amendment  to  the  order 
as  hereinafter  set  forth,  are  authorized 
by  the  statute  and  are  supported  by  the 
extensive  and  strong  record  of  the  evi¬ 
dence  in  this  proceeding. 

Some  of  the  exceptions  relate,  in  gen¬ 
eral,  to  the  evidentiary  foundation  for 
findings  that  were  set  forth  in  the  rec¬ 
ommended  decision.  These  exceptions. 


as  well  as  all  other  exceptions,  have  been 
carefully  considered  in  the  light  of  a  re¬ 
view  and  study  of  the  record  of  the 
hearing.  The  findings  hereinafter  set 
forth  are  in  such  detail  as  to  reveal  our 
resolution  of  all  these  issues. 

Findings  and  conclusions.  The  follow¬ 
ing  findings  and  conclusions  have  been 
arrived  at  after  a  careful  review  and 
consideration  of  the  record  of  the  hear¬ 
ing,  the  briefs,  including  the  proposed 
findings  and  conclusions,  and  the  excep¬ 
tions;  and  all  the  following  findings  and 
conclusions  are  based  on  the  evidence  ad¬ 
duced  at  the  hearing.  The  findings  and 
conclusions  are  in  detail  so  as  to  reveal 
and  include  the  reasons  or  basis  for  the 
findings  and  conclusions  with  respect  to 
all  of  the  material  issues  of  fact,  law, 
or  discretion  presented  on  the  record  of 
the  hearing.  The  findings  and  conclu¬ 
sions  are  as  follows: 

The  regulatory  program  for  the  New 
York  metropolitan  marketing  area  is  a 
joint  Federal-State  program.  The  Fed¬ 
eral  order  and  the  State  order  are  com¬ 
plementary.  and  both  orders  contain,  in 
all  material  respects,  identical  provi¬ 
sions.  In  the  case  of  the  original  pro¬ 
mulgation  of  the  orders,  and  each 
amendment  to  the  orders,  joint  hearings 
have  been  held  and  the  amendments  to 
both  orders  have  been  identical  in  all 
material  respects.  This  program  has 
been  administered  in  accordance  with 
the  principles  of  procedure  set  forth  in 
the  agreement  or  memorandum  of  un¬ 
derstanding  executed  on  August  26,  1938, 
by  the  Secretary  of  Agriculture  of  the 
United  States  and  the  Commissioner  of 
Agriculture  and  Markets  of  the  State 
of  New  York. 

Several  months  prior  to  the  hearing, 
the  United  States  Department  of  Agri¬ 
culture  and  the  New  York  State  Depart¬ 
ment  of  Agriculture  and  Markets 
appointed  a  committee  of  experts,  in  the 
field  of  milk  marketing,  to  make  an  in¬ 
dependent  study  of  cooperative  associa¬ 
tions  of  producers  in  relation  to  the 
Federal-State  milk  marketing  order  for 
the  New  York  metropolitan  area.  G.  W. 
Hedlund,  Professor  of  Business  Manage¬ 
ment  and  Acting  Head  of  the  Depart¬ 
ment  of  Agricultural  Economics,  New 
York  State  College  of  Agriculture,  served 
as  chairman  of  the  Committee.  Dr. 
Hedlund  is  a  specialist  in  the  field  of  co¬ 
operative  organization.  The  other  mem¬ 
bers  of  the  committee  are  Thurston  M. 
Adams,  Acting  Ass(x:iate  Dean  and  Di¬ 
rector.  University  of  Vermont  and  State 
Agricultural  College;  C.  A.  Becker,  Pro¬ 
fessor  of  Agricultural  Business  Manage¬ 
ment,  Pennsylvania  State  College;  L.  C. 
Cunningham,  Professor  of  Farm  Man¬ 
agement,  New  York  State  College  of 
Agriculture;  Steward  Johnson,  Professor 
of  Agricultural  Economics,  University  of 
Connecticut;  C.  W.  Pierce,  Professor  of 
Agricultural  Economics,  Pennsylvania 
State  College;  Leland  Spencer,  Profes¬ 
sor  of  Marketing,  New  York  State  Col¬ 
lege  of  Agriculture;  Herbert  G.  Spindler, 
Assistant  Research  Professor.  University 
of  Massachusetts;  R.  P.  Story.  Assistant 
Professor  of  Marketing,  New  York  State 
College  of  Agriculture;  and  Allen  G. 
Waller,  Chairman,  Department  of  Agri¬ 
cultural  Economics,  Rutgers  University 
and  Agricultural  College.  The  members 
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of  the  Committee  are  economists  and 
marketing  specialists  and  are  familiar 
with  milk  marketing  and  its  various 
problems  throughout  the  milkshed  for 
the  New  York  metropolitan  area. 

The  subject  before  the  Committee  for 
investigation  and  study  was  given  care¬ 
ful  attention  by  the  Committee.  The 
Committee  began  its  work  by  reviewing 
the  relevant  background  material,  in¬ 
cluding  the  provisions  of  the  order,  the 
records  of  the  promulgation  hearings 
on  which  the  provisions  of  the  order  are 
based,  and  other  related  data.  The  Com¬ 
mittee  then  outlined  the  services  per¬ 
formed  in  the  marketing  of  milk  and 
considered  three  questions,  viz.:  (1) 
What  agencies  or  groups  perform  each 
service;  (2)  does  a  particular  service 
benefit  all  producers  or  are  the  benefits 
confined  to  the  membership  of  a  co¬ 
operative  association  of  producers;  and 
(3)  should  a  cooperative  be  paid,  from 
the  producer-settlement  fund,  for  mar¬ 
ket-wide  services  performed  by  such  co¬ 
operative.  After  the  Committee  had 
familiarized  itself  with  all  of  the  back¬ 
ground  material  and  had  studied,  among 
other  things,  the  services  by  cooperative 
associations  of  producers,  the  Committee 
issued  a  public  invitation  to  Interested 
groups  and  persons,  including  those  op¬ 
posed  to  cooperative  payments,  to  meet 
with  the  Committee.  The  Committee 
received  many  points  of  view  and  ideas 
from  the  various  groups  or  segments  of 
the  industry.  The  Committee  held  nu¬ 
merous  meetings  for  discussion  and 
study,  and  two  of  the  meetings  were  for 
a  session  of  three  days,  two  meetings 
were  for  a  session  of  two  days,  and  vari¬ 
ous  meetings  were  for  one  day. 

The  conclusions  and  recommendations 
of  the  Committee  were  submitted  in  evi¬ 
dence  at  the  hearing,  and  various  mem¬ 
bers  of  the  Committee  attended  the  hear¬ 
ing  and  testified.  All  of  the  members  of 
the  Committee  are  experts  in  this  field, 
and  their  qualifications  were  not  chal¬ 
lenged  at  the  hearing.  A  large  part  of 
the  record  consists  of  the  testimony  and 
supporting  data  submitted  by  the  mem¬ 
bers  of  the  Committee.  Additional  evi¬ 
dence  was  adduced  by  cooperative 
associations  of  producers,  by  handlers, 
and  by  producers  who  are  not  members 
of  a  cooperative  association  of  pro¬ 
ducers. 

Price-fixing  under  the  milk  order  for 
the  New  York  metropolitan  marketing 
area  is  not  static  but  requires  constant 
attention  and  frequent  hearings  on  pro¬ 
posed  amendments.  Also,  marketing 
conditions  require  at  times  the  suspen¬ 
sion  or  termination  of  some  of  the  pro¬ 
visions  in  the  order.  During  the  period 
from  September  1938  to  December  1949 
more  than  200  changes  were  made  in 
the  regulatory  provisions  of  the  order, 
and  those  changes  were  on  53  different 
occasions.  Since  December  1949  the 
order  has  been  further  amended  at  times 
and  numerous  changes  made  effective. 
Amendment  hearings  generally  deal  with 
Involved  and  complex  issues,  and  the 
records  of  such  hearings  are  voluminous. 

The  milk  supply  for  the  New  York 
metropolitan  marketing  area — the  han¬ 
dling  of  which  is  regulated  by  the  order — 
Is  produced  by  approximately  50,000 
dairy  producers  located  throughout  a 
No.  109 - 3 


production  area  which  includes  portions 
of  six  states,  and  this  milkshed  extends 
more  than  400  miles  from  the  marketing 
area.  The  50,000  individual  producers 
are  not  generally  situated  so  as  to  attend 
the  numerous  and  protracted  hearings, 
and  also  individual  producers  do  not 
have  available  the  technicians  and  data 
necessary  to  an  effective  representation 
of  their  interest  at  such  hearings.  An 
individual  producer  is  not  able,  with  his 
limited  means,  to  maintain  the  neces¬ 
sary  staff  to  keep  informed  of  current 
market  conditions,  initiate  requests  for 
amendatory  action  deemed  necessary  in 
the  interest  of  producers,  and  be  alert 
and  informed  with  respect  to  the  con¬ 
stantly  changing  circumstances  in  this 
highly  complex  field  of  milk  marketing. 
It  is  not  to  be  expected  that  an  indi¬ 
vidual  producer,  with  his  limited  means, 
would  be  able  to  represent  himself  effec¬ 
tively  at  amendment  hearings  or  to  sub¬ 
mit  relevant  evidence  in  a  comprehensive 
way  with  respect  to  the  variable  and 
diverse  situations  that  arise,  sometimes 
on  short  notice,  and  which  must  be  met 
with  dispatch  by  way  of  amendatory 
action.  For  example,  the  failure  to 
amend  class  prices  which  are  out  of  line 
with  current  market  conditions  results 
in  the  utilization  of  milk  in  uses  which 
do  not  render  the  most  favorable  return 
to  the  producers,  in  the  market-wide 
pool,  who  receive,  under  the  Act  and  the 
order,  a  uniform  blended  price.  If,  as 
an  illustration,  the  Class  III  price  for 
milk  is  too  high,  ice  cream  manufac¬ 
turers  may  discontinue  the  use  of  cream 
and  use  butter  instead,  which  would  re¬ 
turn  to  producers,  under  the  present 
order  provisions.  14  cents  per  hundred¬ 
weight  less  for  their  milk.  But  a  small 
decrease  in  the  Class  III  price  might  in¬ 
duce  the  ice  cream  manufacturers  to  use 
cream,  and  as  a  result  all  producers 
would  benefit  by  the  utilization  of  the 
milk  in  the  manner  most  profitable  to  the 
producers  under  a  market-wdde  pool 
whereby  a  uniform  blended  price  is  paid 
to  producers  for  their  milk.  Although 
Individual  producers  seldom  attend  the 
hearings  or  actively  participate  in  the 
hearings  in  an  effective  way,  nonetheless 
the  vigorous  and  well  organized  co¬ 
operative  associations  of  producers  give 
constant  attention  to  the  various  mar¬ 
keting  and  economic  problems  in  the  in¬ 
dustry,  and  by  active  participation  in  the 
hearings  and  in  other  activities  day  by 
day  in  the  operation  of  the  program 
contribute,  in  significant  and  far-reach¬ 
ing  respects,  to  the  solution  of  the  prob^ 
lems  that  must  be  resolved. 

The  factors  of  size,  diversity  of  con¬ 
ditions,  specialization  among  handlers, 
divergency  of  interests,  and  complexity 
of  price  structures  make  this  milkshed 
and  regulatory  program  unique.  In  re¬ 
cent  years  the  value  of  milk  priced  under 
this  program  for  the  New  York  metro¬ 
politan  marketing  area  has  exceeded 
$300,000,000  annually.  The  volume  of 
milk  priced  under  the  program  approxi¬ 
mated  7,000,000,000  pounds  in  1952,  or 
about  one  third  of  all  the  milk  regulated 
under  the  Federal  programs  regulating 
the  handling  of  milk  in  most  of  the  major 
metropolitan  areas  of  the  United  States. 
This  large  volume  of  milk  under  the 
order  is  produced  on  farms  in  New  York, 


New  Jersey,  Pennsylvania.  Vermont, 
Connecticut  and  Massachusetts.  The 
area  from  which  such  milk  is  drawm  is 
not  a  sharply  chiseled  and  segregated 
milkshed  but  is  overlapped  and  inter¬ 
laced  with  the  milksheds  of  the  major 
cities  in  the  northeast.  Moreover,  the 
milksheds  for  many  large  cities  in  the 
State  of  New  York  are  wholly  contained 
within  the  milkshed  for  the  marketing 
area  defined  in  the  order.  The  overlap¬ 
ping  of  these  milksheds  causes  compli¬ 
cations  in  pricing  and  supply  which  are 
not  present  to  the  same  degree  else¬ 
where  in  the  United  States. 

The  wide  range  of  conditions  and  in¬ 
terests  in  this  extensive  milkshed  and 
the  large  volume  of  production  and  mar¬ 
keting  of  milk  emphasize  the  pronounced 
need  for  active  producer  participation 
in  this  regulatory  program.  Inasmuch 
as  the  interests  and  viewpoints  of  the 
proprietary  handlers — a  small  group — 
are  always  well  represented  at  the  hear¬ 
ings  and  in  the  other  activities  under 
this  program,  the  absence  of  an  alert 
and  informed  participation  by  the  pro¬ 
ducers  would  give  to  the  program  a  one¬ 
sided  character  that  would,  under  the 
circumstances,  preclude  the  attainment 
of  the  statutory  goal.  Moreover,  the 
public  has,  a  direct  interest  in  the  proper 
formulation  and  administration  of  this 
regulatory  program,  and  this  public  in¬ 
terest  may  be  maintained  only  if  all 
relevant  market  facts  and  circumstances 
are  promptly  developed  and  the  large 
producer  group  is  effectively  represented 
in  the  functioning  of  the  program. 

Proper  regulation  may  be  made  effec¬ 
tive  and  maintained  in  effect  only  if  the 
facts  are  fully  and  promptly  developed 
and  presented.  This  cannot  be  done  in 
the  absence  of  alert  and  informed 'par¬ 
ticipation  by  producers.  This  activity 
by  producers  is  time  consuming  and  ex¬ 
pensive.  In  sharp  contrast  to  some  in¬ 
dustries  the  dairy  industry  in  this  milk¬ 
shed  consists  of  thousands  of  relatively 
small  producing  units,  i.  e.,  dairy  farms, 
and  the  marketing  of  milk  in  this  milk¬ 
shed  requires  of  necessity  the  considera¬ 
tion  of  a  complex  array  of  changing 
factors,  such  as  sudden  changes  in  the 
supply  and  demand  for  milk  caused  by 
the  weather. 

Inasmuch  as  the  provisions  of  the 
order  must  be  based  on  the  evidence 
adduced  at  a  public  hearing  and  the 
order  must  be  amended  from  time  to 
time  to  be  relevant  to  current  marketing 
conditions  so  as  to  effectuate  the  eco¬ 
nomic  goal  set  forth  in  the  statute  and 
thus  be  in  the  public  interest,  it  is  of 
basic  importance  for  there  to  be  pro¬ 
ducer  participation  in  the  formulation 
and  operation  of  the  order  and  the 
amendments  thereto  to  the  end  that  the 
program  may  be  predicated  on  a  broad 
and  comprehensive  foundation  and 
thereby  provide  for  such  regulation  as 
may  attain  the  Congressional  purpose. 
Producer  participation  in  the  program  is 
also  conducive  to  an  informed  and 
proper  consideration  by  the  producers  in 
the  referenda  under  the  statute.  Alert 
and  informed  producer  participation  is 
essential  throughout  the  entire  regula¬ 
tory  process  in  this  market,  e.  g.,  in 
discerning  the  need  for  amendatory  ac¬ 
tion  and  in  making  requests  for  ameiul«i 
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ment  hearings,  in  participation  at  the 
hearings,  in  participation  in  the  refer¬ 
enda  among  producers  as  to  whether  the 
program  meets  with  the  requisite  pro¬ 
ducer  approval  as  specified  in  the  statute, 
and  in  the  numerous  and  varied  func¬ 
tions  day  by  day  in  the  marketing  of 
milk,  including  in  some  instances  re¬ 
quests  for  suspension  or  termination  of 
certain  regulatory  requirements.  Also, 
the  producer  groups  should  be  prepared 
to  present  evidence  on  short  notice  at 
industry  meetings,  relative  to  the  “call” 
provision,  under  §  927.24  (g)  of  the  milk 
order.  Under  this  provision,  the  Market 
Administrator  may,  in  designated  cir¬ 
cumstances,  conduct  an  industry  meet¬ 
ing  for  the  purpose  of  determining 
whether  the  market  is  adequately  sup¬ 
plied  with  fluid  milk  and  cream.  If  the 
Market  Administrator  determines  that 
the  market  is  not  adequately  supplied, 
he  may  require  pool  handlers  to  supply 
the  market  with  fluid  milk  and  cream. 
At  such  hearings,  some  fluid  milk  han¬ 
dlers  may  be  motivated  to  contend  that 
the  market  needs  fluid  milk,  while  at 
the  same  time  the  proprietary  handlers 
engaged  in  manufacturing  may  be  moti¬ 
vated  to  contend  that  there  is  an  ade¬ 
quate  .‘^upply  of  fluid  milk  and  cream  so 
that  they  can  continue  manufacturing 
milk  products.  The  producer  groups 
must  Ire  prepared,  day  by  day,  to  give 
detailed  evidence  as  to  the  market  situa¬ 
tion  so  that  the  total  milk  supply  will 
be  properly  utilized,  and  result  in  the 
greatest  return  to  all  producers  under 
the  market-v.'ide  pool.  In  addition,  pro¬ 
ducer  participation  is  necessary  at  the 
public  meetings  called  by  the  Market 
Administrator  to  consider  rules  and  reg¬ 
ulations  for  issuance  under  the  order. 

Active  participation  by  producers  in  the 
i-egulation  of  milk  marketing  is  feasible 
only  by  means  of  cooperative  associa¬ 
tions  of  producers.  The  dairy  industry 
in  this  milkshed  has  had  consider¬ 
able  experience  with  organizations  or 
groups  of  producers  operating  as  co¬ 
operative  associations  of  producers  since 
1916.  Prior  to  September  1.  1938,  when 
this  regulatory  program  became  effec¬ 
tive,  collective  bargaining  between  co- 
oi^rative  associations  of  producers  and 
handlers  was  an  accepted  method  for 
determining  the  price  of  milk.  In  addi¬ 
tion,  some  cooperative  associations  have 
operated  and  continue  to  operate  milk 
plants  for  handling  surplus  milk.  The 
order  provides,  among  other  things,  for 
producers  to  receive  a  uniform  minimum 
price  for  their  milk,  and  after  the  order 
had  been  in  effect  for  a  fairly  long  period 
of  time  the  tendency  developed  among 
some  producers  to  regard  the  function¬ 
ing  of  the  Older  as  an  automatic  opera¬ 
tion.  The  producers,  as  a  group,  tended 
to  withdraw  support  from  the  coopera¬ 
tive  associations  which  spent  time,  effort, 
and  money  in  protecting  and  fostering 
the  interest  of  all  producers  in  the  milk- 
shed.  Also  the  general  trend  in  recent 
years  toward  higher  prices  has  caused 
some  decrement  in  producer  recognition 
of  the  need  for  strong  cooperative  asso¬ 
ciations  of  producers.  The  three  prin¬ 
cipal  organizations  of  producers  in  the 
milkshc-d  now  represent  about  60  piercent 
of  all  producers.  But  in  1940  one  organi¬ 


zation  had  as  high  a  percentage  of 
producers  in  its  membership.  The  per¬ 
centage  of  all  producers  in  cooperative 
associations  in  the  milkshed  has  de¬ 
creased  from  73.9  percent  in  1940  to  70.4 
percent  in  June  1952,  and  the  percentage 
of  all  producers  in  federated  coopera¬ 
tives  has  decreased  from  61  percent  to 
50.5  percent  during  the  same  period. 
The  total  number  of  cooperatives  in  the 
New  York  milkshed  has  decreased  from 
110  in  1940  to  91  in  June  1952,  and  the 
number  of  such  cooperatives  qualified 
to  receive  cooperative  payments  under 


In  25  milk  markets  throughout  the 
country  the  percentage  of  all  producers 
represented  as  of  December  1951  in  co¬ 
operatives  ranged  from  39  percent  to 
109  percent.  In  9  of  the  25  milk  mar¬ 
kets  more  than  90  percent  cf  the  pro¬ 
ducers  belong  to  cooperatives.  The  New 
York  milkshed  is  one  of  the  9  areas  in 
which  less  than  75  percent  of  the  produc¬ 
ers  are  members  of  a  cooperative.  Also 
in  9  of  the  25  milksheds  more  than  80 
percent  of  the  producers  are  members  of 
the  largest  cooperative.  But  the  New 
York  milkshed  is  one  of  the  areas  in 
which  the  membership  of  the  largest 
cooperative  comprises  less  than  one- 
third  of  the  producers.  In  the  New  York 
milkshed  the  largest  federation  of  co¬ 
operatives — including  the  largest  co¬ 
operative  in  the  milkshed — has  in  its 
membership  only  about  40  percent  of  the 
producers. 

The  relative  strength  of  cooperative 
organizations  and  federations  of  coop¬ 
eratives  has  declined  somewhat  since 
the  New  York  milk  order  became  effec¬ 
tive  in  1938.  It  appears  that  the  pres¬ 
ent  cooperative  payment  provisions  of 
the  order  have  been  helpful,  but  have  not 
entirely  prevented  this  trend.  The  per¬ 
formance  of  essential  market -wide  serv¬ 
ices  for  the  benefit  of  all  producers  In 
the  market  requires  strong  and  vigorous 
cooperative  associations  or  federations 
of  cooperatives.  The  present  provi¬ 
sions  of  the  order  providing  for  .such 
payments  should  be  improved  and 
strengthened  in  various  respects.  With¬ 
out  cooperative  payments  the  cost  of 
the  market-wide  services  rendered  by 
cooperative  associations  and  federa- 


the  New  York  order  has  decreased  from 
84  to  73  during  that  period.  More  than 
14,000  producers — about  30  percent  of 
the  producer  group  in  the  milkshed — do 
not  belong  to  any  cooperative  associa¬ 
tion  of  producers.  The  non-participat¬ 
ing  producers  constitute  a  larger  per¬ 
centage  of  the  total  number  of  producers 
than  they  did  w’hen  the  order  became 
effective  in  1938.  The  following  synoptic 
table  shows  the  number  and  membership 
of  all  cooperative  associations  of  pro¬ 
ducers  in  the  New  York  milkshed  as  of 
January  1940  and  June  1952: 


tions  must  be  borne  exclusively  by  their 
members,  resulting  in  an  unfair  dis¬ 
parity  between  members  and  non-mem¬ 
bers.  The  impact  on  members  of  paying 
the  cost  of  such  market-wide  services 
tends  to  discourage  membership  in  co¬ 
operatives.  and  that  tendency  or  dis¬ 
couragement  thus  impairs  or  prevents 
the  development  of  the  only  means  by 
which  producers  can  be  represented  ef¬ 
fectively.  A  failure  to  pay  cooperative 
associations  for  services  benefiting  all 
producers  would  be  contrary  to  long  es¬ 
tablished  public  policy  to  encourage  the 
development  and  expansion  of  coopera¬ 
tive  associations  of  farmers  as  reflected 
in  the  relevant  Acts  of  Congress,  and  to 
pay  cooperatives,  in  the  manner  pro¬ 
vided  in  the  amendments  contained 
herein,  for  services  which  they  render 
in  the  interest  of  all  producers  is  con¬ 
sistent  with  that  established  public 
policy. 

Any  payments  to  cooperatives  for  the 
performance  of  market-wide  services 
should  be  borne  equally  by  all  producers 
and  not  merely  by  producers  who  are 
members  of  a  particular  group.  Mem¬ 
bers  of  the  participating  cooperatives 
and  nonmembers  have  equal  interests 
in  the  producer-settlement  fund,  and 
their  contribution  to  the  cost  of  these 
market-wide  services  should  be  the 
same.  All  producers  receive  the  value 
of  such  market-wide  services,  and  all 
producers  should,  under  this  regulatory 
program,  pay  for  them  on  the  same  pro 
rata  basis  without  regard  to  whether  or 
not  they  happen  to  be  members  of  the 
cooperative  associations  which  are  per¬ 
forming  the  services.  The  situation  is 


Group 

Number  of  cooper¬ 
atives 

Number  of  mem¬ 
bers 

Percort  of  all  pro¬ 
ducers 

January 

PJ40 

June 

1952 

January 

1940 

June 

19.52 

January 

1940 

June 

1952 

FEDERATED 

ParpairiPir . 

49 

45 

13. 691 

7,123 

22.9 

14  t 

IJarpainiDR  and  collect iiip . 

4 

3 

872 

423 

1.5 

.9 

OixiraUng . 

13 

20 

21,946 

17,426 

36.6 

35.  2 

Total  federated _ 

60 

68 

30,509 

24, 972 

61.0 

60.5 

UNAFFIUATED 

Parpainlnp . 

18 

6 

3,  .*585 

6,  2’9 

C.O 

12  6 

Harpainlnp  and  collecting . 

2 

1 

208 

78 

.5 

.2 

Operating . 

24 

17 

3, 850 

3,  523 

6.4 

7. 1 

'I'otal  unatl’liatod... _ _ _ _ 

41 

23 

7,703 

9,840 

12.9 

19.9 

ALL  rOOrERATIVF.3 

r.arpai'’ing . 

67 

5ft 

17.  276 

13,  362 

28.9 

27  0 

Itan  ai”ii  g  and  collocting . 

6 

4 

1.  no 

501 

1.9 

I.O 

OjK'rating . 

37 

25,  7SHi 

2(t,  949 

43.  1 

42.4 

Total  cooreratlves . 

no 

91 

44,212 

34,812 

73.9 

70.4 

Mcml  ers  of  tinion-t  vpe  orranizations  who  were  not 

/  1  402 

,1  . 

f  2  S 

Unorganized  pro-uterj _ _ _ _ _ _ 

>  15,027 

|\  13, 2t’.5 

J  26.  1 

j{  2«1  8 

All  producers . 

1  59, 839 

j  49. 479 

100.0 

j  100.0 
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the  same  as  would  be  the  case  if  there 
were  available  some  other  equally  quali¬ 
fied  agency  which  could  be  engaged  to 
perform  the  necessary  services.  Ac¬ 
cordingly,  payments  should  be  made  to 
cooperatives  out  of  the  producer-settle¬ 
ment  fund  for  the  performance  of  the 
market-wide  services  contained  in  the 
amendments  set  forth  in  the  decision. 

The  members  of  the  cooperatives  are 
distributed  throughout  the  entire  milk- 
shed,  and  the  cooperatives  are  of  vari¬ 
ous  types  and  sizes.  Some  of  the  co¬ 
operatives  operate  milk  plants,  and 
others  do  not.  To  the  extent  that  pro¬ 
ducers*  interests  in  the  classification, 
pricing,  and  pooling  provisions  of  the 
order  may  differ,  such  differing  interests 
are  represented  by  the  cooperatives  and 
their  members.  The  cooperatives  in¬ 
clude  vast  numbers  of  producers  whose 
interest  in  the  order  and  in  the  milk 
marketing  problems  associated  there¬ 
with  is  the  same  as  the  interest  of  pro¬ 
ducers  otherwise  similarly  situated  and 
interested  but  who  are  not  members  of 
cooperatives.  Cooperatives  as  a  group 
can  and  do  represent  the  interests  of 
producers  generally  in  the  various  ac¬ 
tivities  associated  with  the  order  which 
are  necessary  to  its  continuing  effective¬ 
ness  and  to  the  protection  of  producer 
interests  therein.  The  order  applies  to 
and  benefits  all  producers,  and  not 
merely  producers  who  are  members  of 
cooperative  associations.  The  services 
which  cooperative  associations  can 
and  do  perform  in  connection  with  the 
formulation  and  proper  functioning  of 
the  order  are  necessary  services  which 
are  of  distinct  and  far-reaching  benefit 
to  producers  who  otherwise  would  be 
without  effective  representation. 

The  cooperative  associations  gener¬ 
ally  carry  on  many  kinds  of  activities 
which  are  of  market-wide  value  in  the 
milkshed.  These  market-wide  services 
by  cooperative  associations  include: 
(1)  Analyzing  milk  marketing  problems 
and  their  solution,  conducting  market 
research  and  maintaining  current  in¬ 
formation  as  to  all  market  developments, 
preparing  and  assembiing  statistical  data 
relative  to  prices  and  marketing  condi¬ 
tions,  and  making  an  economic  analysis 
of  all  such  data;  (2)  determining  the 
need  for  the  formulation  of  amendments 
to  the  order  and  proposing  such  amend¬ 
ments  or  requesting  other  appropriate 
action  by  the  Secretary  or  the  Market 
Administrator  in  the  light  of  changing 
conditions;  (3)  participating  in  proceed¬ 
ings  with  respect  to  amendments  to  the 
order,  including  the  preparation  and 
presentation  of  evidence  at  public  hear¬ 
ings,  the  submission  of  appropriate  briefs 
and  exceptions  and  also  participating, 
by  voting  or  otherwise,  in  the  referenda 
relative  to  amendments;  (4)  participat¬ 
ing  in  the  meetings  called  by  the  Market 
Administrator  with  respect  to  rules  and 
regulations  issued  under  the  order,  in¬ 
cluding  activities  such  as  the  prepara¬ 
tion  and  presentation  of  data  and  briefs 
for  submission;  (5)  conducting  a  com¬ 
prehensive  educational  program  among 
producers — members  and  nonmembers 
of  cooperatives — and  keeping  such  pro¬ 
ducers  w'ell  infonned  for  participation  in 
the  regulatory  program,  and  as  a  part 
of  such  program  by  issuing  publications 


that  contain  relevant  data  and  informa¬ 
tion  about  the  order  and  its  operation, 
and  the  distribution  of  such  publication 
to  members  and.  on  the  same  subscrip¬ 
tion  basis,  to  nonmembers  who  request 
it.  and  holding  meetings  at  which  mem¬ 
bers  and  nonmembers  may  attend. 

In  addition  to  the  foregoing  services 
of  market-wide  character  by  coopera¬ 
tive  associations  of  producers,  some  of 
the  cooperatives,  generally  identified  as 
operating  cooperatives,  perform  mar¬ 
ket-wide  service  with  respect  to  the 
maintenance  of  manufacturing  plants 
for  surplus  milk.  In  this  milkshed,  with 
its  wide  seasonal  and  cyclical  variations 
in  supply,  it  is  necessary  to  have  these 
plants  in  order  to  insure  an  outlet  for 
the  milk  produced  for  disposition  as  fluid 
milk  in  the  marketing  area.  In  order  to 
avoid  shortages  during  some  of  the  time, 
it  is  necessary  that  the  supply  of  milk 
for  the  marketing  area  should  at  all 
times  exceed  the  minimum  requirements 
of  the  fluid  milk  market.  Whatever  the 
minimum  safety  margin  may  be,  it  is 
not  possible  to  maintain  that  minimum 
in  the  fall  and  winter  months  without 
exceeding  it  in  the  spring  and  summer 
months  owing  to  the  seasonal  variation 
in  milk  production.  This  economic  im¬ 
balance  in  the  production  and  marketing 
of  milk  presents  a  serious  problem  with 
respect  to  assuring  an  adequate  supply 
of  fluid  milk  throughout  the  year  and 
of  equitably  disposing  of  the  surplus 
milk.  The  order  applies  only  to  milk 
that  handlers  are  willing  to  and  do  ac¬ 
cept,  and  if  producers  are  denied  an  out¬ 
let  for  their  milk  by  proprietary  handlers 
then  the  producers  are  faced  with  the 
uneconomic  choice  between  dumping 
their  milk  or  reducing  their  herds,  un¬ 
less  outlets  for  their  milk  are  provided 
by  the  cooperatives.  Manufacturing 
facilities  should  be  available  to  handle 
the  surplus  milk  that  cannot  be  utilized 
on  the  fluid  milk  market.  Manufactur¬ 
ing  facilities  required  to  handle  the  sur¬ 
plus  milk  are  not  ordinarily  required  at 
other  times  of  the  year,  and  are  main¬ 
tained  as  standby  facilities.  These  oper¬ 
ations  of  manufacturing  plants  take  care 
of  both  seasonal  and  week-end  surpluses, 
and  the  operations  include  of  necessity 
the  storage  and  handling  of  dairy  prod¬ 
ucts  manufactured  from  the  surplus 
milk.  Operating  cooperatives  have  con¬ 
structed  and  maintained  these  plants 
which  are  generally  operated  more  in¬ 
termittently  and  at  greater  financial 
burden  than  similar  plants  that  are  op¬ 
erated  by  proprietary  handlers.  The 
financial  burden  for  maintaining  these 
facilities  for  the  disposal  of  surplus  milk 
is  a  major  handicap  to  some  co¬ 
operatives. 

The  problem  of  surplus  milk  can,  in 
seme  respects,  be  met  by  means  of  class 
pricing  but  in  view  of  tlie  rapidly  chang¬ 
ing  conditions  in  the  market  it  is  not 
possible  to  solve  this  problem  solely  by 
means  of  class  prices.  The  market-wide 
services  thus  performed  by  maintaining 
plants  for  surplus  milk  could  under  some 
circumstances  be  performed  by  proprie¬ 
tary  handlers  who  may  be  willing  to  per¬ 
form  this  service.  But  the  record  of  this 
hearing  does  not  warrant  a  finding  or 
conclusion  that  payments  should,  in  this 
respect,  be  made  to  proprietary  handlers. 


The  subject  is,  however,  one  for  further 
consideration,  and  may  be  presented  at 
another  hearing  whenever  appropriate. 
The  payments  to  cooperatives,  as  pro¬ 
vided  for  in  the  amendments  hereinafter 
set  forth,  are  the  appropriate  and  neces¬ 
sary  payments  for  the  market-wide 
services  which  are  performed  only  by 
cooperatives,  and  these  services  are 
necessary  under  the  circumstances  re¬ 
vealed  in  the  record. 

Cooperative  associations  of  producers 
also  perform  a  market-wide  service  in 
disposing  of  their  milk  so  as  to  result  in 
the  highest  net  return  to  the  pool,  i.  e., 
producer -settlement  fund.  Of  necessity 
the  order  fixes  different  class  prices  for 
the  different  uses  of  milk.  Because  the 
relationship  of  these  class  prices  is  not 
always  in  perfect  balance  due  to  rapidly 
changing  market  conditions,  handlers 
may  at  times  realize  a  greater  margin  of 
profit  by  using  milk  in  the  lower  valued 
class  uses  as  compared  to  the  more  valu¬ 
able  utilizations.  By  reason  of  the  co¬ 
operative  payment  provisions  which  are 
presently  in  the  order  cooperatives  have 
channeled  the  milk  under  their  control 
into  the  utilizations  most  advantageous 
to  the  pool  despite  the  loss  to  them  of 
such  greater  profit  margins,  and  the 
total  value  of  the  pool  has  been  thereby 
enhanced  to  the  advantage  of  all  pro¬ 
ducers.  This  market-wide  service  by  the 
cooperatives  is  performed  whenever 
their  milk  is  thus  disposed  of  in  a  higher 
priced  class  if,  in  fact,  there  is  a  market 
for  milk  in  that  higher  utilization  class 
without  “bumping”  other  pool  milk  into 
a  lower  class. 

The  present  cooperative  payment  pro¬ 
visions  of  the  order  require  each  partici¬ 
pating  cooperative,  on  its  o\\'n  initia¬ 
tive,  to  assure  that  the  milk  handled  or 
controlled  by  it  flows  into  and  is  utilized 
in  channels  that  yield  the  highest  net 
available  return  to  the  pool,  i.  e.,  pro¬ 
ducer-settlement  fund,  and  consequently 
to  all  .producers.  In  actual  applicaticn 
the  cooperatives,  and  particularly  the 
smaller  bargaining  cooperatives,  have 
encountered  some  difficulty  in  ascertain¬ 
ing  whether  the  utilization  of  their  milk 
is  in  the  class  utilization  which  would 
give  the  highest  overall  return  to  the 
producer-settlement  fund,  and  compli¬ 
ance  with  the  present  provisions  by  the 
participating  cooperatives  appears  to 
have  resulted  at  times  in  displacing  other 
producer  milk  in  the  higher  class  utili¬ 
zations  without  actually  achieving  a 
higher  net  utilization  for  the  pool,  while 
at  the  same  time  causing  seme  unneces¬ 
sary  costs  and  shifting  of  normal  uses 
of  particular  milk. 

It  was  suggested  during  the  hearing 
that  better  class  pricing  would  more  ef¬ 
fectively  solve  this  problem.  But  no 
milk  pricing  mechanism  will  automat¬ 
ically  or  constantly  maintain  the  desir¬ 
able  relationships  between  class  prices 
and  bring  about  the  most  desirable  utili¬ 
zation  at  all  times,  and  no  such  device 
or  method  is  available  for  the  future. 
Accordingly,  the  provisions  for  cooper¬ 
ative  payments  for  market-wide  services 
are  necessary,  in  view  of  the  character¬ 
istics  of  the  market,  to  achieve  the  goal 
of  this  program  under  section  8c  (18) 
of  the  statute. 
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Although  the  cooperatives  and  federa¬ 
tions  receiving  the  payments  will  be  ex¬ 
pected  to  keep  a  constant  watch  on 
relative  class  prices  and  to  take  prompt 
action  to  assure  that  appropriate  amend¬ 
atory  or  other  action  be  proposed  to  re¬ 
store  proper  pricing  balances  as  soon  as 
possible,  amendments  to  the  New  York 
order  cannot  ordinarily  be  made  effec¬ 
tive  without  some  delay.  Some  pricing 
disparities,  by  their  very  nature,  are 
temporary,  so  that  amendment  of  the 
order  would  not  be  feasible.  A  provision 
which  would  require  cooperatives  or  fed¬ 
erations  to  act  in  a  practicable  way  to 
assure  the  most  desirable  class  utiliza¬ 
tion  of  milk  would  provide  interim  pro¬ 
tection  to  the  pool  imtil  such  disparities 
disappear  or  can  be  corrected. 

Although  the  1945  amendments  to  the 
order  required  pool  handlers,  in  desig¬ 
nated  circumstances,  to  supply  fluid  milk 
and  cream,  such  “call”  provisions  in 
§  927.24  (g)  of  the  order  do  not  fully 
meet  the  problem  of  achieving  the  most 
desirable  utilization  of  milk.  The  basic 
purpose  of  the  call  provisions  is  to  as¬ 
sure  a  sufficient  supply  of  fluid  milk  and 
cream  to  the  market.  Because  of  the 
complexities  of  the  problem,  the  call  pro¬ 
visions  have  been  specifically  limited  to 
certain  fluid  milk  and  fluid  cream  classes, 
and  do  not  cover  all  aspects  of  desirable 
utilization.  Specified  procedures  also 
must  be  followed  before  the  call  milk 
provisions  can  be  put  into  effect,  leaving 
some  inevitable  time  lags.  In  addition, 
the  maximum  percentages  fixed  for  all 
pool  plants  with  respect  to  specified  class 
uses  would  not  necessarily  represent  the 
total  potential  demand  in  each  of  such 
classes.  Consequently,  even  in  the  lim¬ 
ited  field  of  “call  milk”  room  remains  for 
action  by  cooperatives  to  insure  utiliza¬ 
tion  most  advantageous  to  the  pool,  i.  e., 
the  producer-settlement  fund. 

The  cooperative  payment  provisions, 
in  that  respect,  appear  to  have  worked 
somewhat  automatically  or  unobtrusively 
and  have  substantially  accomplished  the 
purposes  for  which  they  were  designed, 
although  not  always  perfectly.  It  is  con¬ 
cluded,  however,  that  the  semie  net  result 
can  be  accomplished,  while  avoiding  the 
undesirable  incidental  or  side  effects  of 
the  present  provisions,  by  cutting  off 
payments  to  participating  cooperatives 
which  persist  in  arranging  for  undesir¬ 
able  utilizations  of  their  milk  after 
having  been  called  on  by  the  Market  Ad¬ 
ministrator  to  correct  the  practice.  A 
cooperative  which  persists  in  utilizing 
milk  in  a  lower  use  value  after  receiving 
notice  of  an  unfulfilled  market  demand 
for  milk  in  a  higher  value  use  is  engaging 
in  marketing  activity  that  is  inimical  to 
the  interest  of  the  entire  producer  group 
in  the  market-wide  pool  provided  for  by 
this  order,  and  any  such  cooperative 
should  be  precluded  from  receiving  co¬ 
operative  payments,  from  the  producer- 
settlement  fund,  for  thus  failing  to  dis¬ 
pose  of  its  milk  in  the  highest  use  value 
for  which  there  is  an  unfulfilled  market 
demand. 

In  order  to  function  properly  in  ren¬ 
dering  the  various  market-wide  services 
a  cooperative  should  have  a  well  estab¬ 
lished  program  administered  by  a  staff 
of  trained  specialists.  A  budget  of  sub¬ 
stantial  size  is  necessary.  The  required 


market-wide  services  can  be  rendered 
more  effectively  and  at  less  expense  to 
the  producers,  in  general,  by  a  few  large 
cooperatives  or  federations  of  coopera¬ 
tives  than  by  numerous  small  organiza¬ 
tions.  A  large  organization  is  able  to 
hire  larger  and  better  qualified  staffs  of 
experts  than  a  small  group  and  a  large 
organization  is  able  to  undertake  more 
extensive  research  projects  than  a  small 
group  is  able  to  undertake.  A  large  or¬ 
ganization  represents  the  views  of  its 
diversified  membership  and  is  able  to 
provide  the  necessary  facilities  and  com¬ 
petent  personnel  to  deal  effectively  with 
the  problems  confronting  the  producer 
group.  A  small  cooperative  may,  under 
some  circumstances,  render  services  of 
market-wide  character,  but  the  present- 
day  needs  and  complexity  of  this  great 
milkshed  are  such  that,  for  practical  pur¬ 
poses,  cooperative  payments  from  the 
producer-settlement  fund  should  be 
limited  to  cooperatives  or  federations  of 
cooperatives  that  meet  the  minimum 
size  requirements  established  in  the 
amendments  to  the  order  as  later  set 
forth  in  this  decision. 

Any  cooperative  or  federation  of  co¬ 
operatives  that  has  at  least  4,000  pro¬ 
ducer  members  and  in  the  various  other 
respects  also  meets  the  criteria  set  forth 
in  the  amendments  to  the  order,  as  later 
set  forth  in  this  decision,  should  receive 
from  the  producer-settlement  fund  a 
payment  of  2  cents  per  hundredweight  of 
milk  marketed  during  each  month  by  the 
producer  members  of  such  group.  Al¬ 
though  a  smaller  cooperative  or  federa¬ 
tion  may,  under  some  circumstances, 
render  services  of  market-wide  charac¬ 
ter,  nonetheless  the  complex  attributes 
of  this  milk  market  are  such  that,  as  a 
practical  matter,  a  cooperative  or  fed¬ 
eration  should,  for  this  purpose,  have  at 
least  4,000  producer  members  so  as  to  be 
able  to  maintain  a  staff  and  facilities 
requisite  to  the  performance  of  the  nec¬ 
essary  market-wide  services.  Coopera¬ 
tives  that  cannot  individually  qualify  un¬ 
der  the  requirement  for  at  least  4,000 
producer  members  may  federate,  and  by 
means  of  the  federation  perform  market¬ 
wide  services  so  as  to  qualify  for  pay^ 
ments  to  the  federation  under  the 
amendments  to  the  order  as  set  forth 
in  this  decision.  • 

As  a  cooperative  or  federation  in¬ 
creases  in  size  its  services  to  the  market 
as  a  whole  are  of  more  widespread  char¬ 
acter  and  value,  and  therefore  such  or¬ 
ganization  should  receive  a  higher  rate 
of  pajmient  than  a  smaller  organization. 
Cooperatives  and  federations  of  more 
than  6,000  members  have  their  mem¬ 
bership  distributed  among  several  states 
in  the  milkshed,  whereas  the  member¬ 
ship  of  smaller  cooperatives  or  smaller 
federations  tends  to  be  localized  in 
smaller  and  more  compact  geographical 
areas.  The  larger  organizations  are, 
therefore,  inherently  better  equipped  to 
perform  market-wide  services,  and  all 
producers  will  benefit  more  if  the  larger 
organizations  undertake  the  more  ex¬ 
tensive,  and  costly,  market- wide  services. 
Also  the  cost  per  member  for  furnishing 
market-wide  services  tends  to  increase  as 
the  cooperative  increases  in  size  because 
of  the  distribution  of  membership  over 
widely  separated  area.  Any  cooperative 


or  federation  of  cooperatives  that  has  at 
least  6,000  producer  members  and  in  the 
various  other  respects  also  meets  the 
criteria  set  forth  in  the  proposed  amend¬ 
ment  should  receive  from  the  producer- 
settlement  fund  an  additional  payment 
of  1  cent  per  hundredweight  of  milk 
marketed  during  each  month  by  such 
group. 

Cooperatives  that  operate  marketing 
facilities,  i.  e.  pool  plants,  render  services 
to  the  market  as  a  whole  that  are  of 
greater  value  than  the  services  rendered 
by  non-operating  cooperatives.  An 
operating  cooperative  has  more  contin¬ 
uous  and  closer  contacts  with  its  mem¬ 
bers,  and  also  its  members  have  a  more 
extensive  and  vital  Interest  in  the  mar¬ 
keting  problems  in  the  milkshed  than  is 
true  of  non-operating  cooperatives.  By 
virtue  of  its  own  marketing  functions, 
a  cooperative  that  operates  marketing 
facilities  has  first-hand  knowledge  of  the 
constantly  changing  conditions  affecting 
the  receipt  and  distribution  of  milk  and 
milk  products.  Such  cooperative  thus 
has  more  direct  and  intimate  knowledge 
of  market  conditions  and  developments 
than  a  non-operating  association  and 
becomes  immediately  aware  of  changes 
in  supply  and  demand,  price  relation¬ 
ships.  and  the  various  other  factors  of 
marketing.  Operating  cooperatives 
therefore  are  in  a  more  advantageous 
position  than  non-operating  coopera¬ 
tives  for  discerning  the  need  to  change 
class  prices.  This  is  important  because 
the  prompt  readjustment  of  class  prices 
to  reflect  changed  economic  conditions  is 
necessary  to  maximize  returns  to  all 
producers  and  yet  provide  an  outlet  for 
all  of  their  milk. 

Any  cooperative  that  meets  the  eligi¬ 
bility  standards,  in  the  amendments  in 
this  decision,  and  also  operates  market¬ 
ing  facilities  at  which  is  received  at  least 
25  per  centum,  by  weight,  of  the  milk 
marketed  by  its  producer  members, 
should  receive  from  the  producer-settle¬ 
ment  fund  a  payment  of  an  additional  1 
cent  per  hundredweight  of  milk  mar¬ 
keted  during  each  month  by  the  pro¬ 
ducer  members  of  such  cooperative.  A 
federation  whose  members  include  op¬ 
erating  cooperatives  should  receive  the 
additional  payment  of  1  cent  per  hun¬ 
dredweight  if  at  least  25  per  centum,  by 
weight,  of  the  milk  delivered  by  the 
producer  members  of  the  federated  co- 
op>eratives  is  received  at  plants  operated 
by  a  cooperative  member  or  members  of 
the  federation  or  at  plants,  if  any,  oper¬ 
ated  by  the  federation.  To  comply  with 
the  25  per  centum  requirement  a  coop¬ 
erative  or  the  members  of  a  federation 
will  have  to  handle  not  less  than  ap¬ 
proximately  380,000  pounds  of  milk  per 
day  (4,000  [members]  times  25  per  cen¬ 
tum  of  380  [average  production  per  day 
per  dairy] ) .  The  marketing  of  this  sub¬ 
stantial  volume  of  milk  will  require 
alertness  to,  and  familiarity  with,  daily 
marketing  conditions. 

The  market-wide  services,  required  to 
be  performed  in  the  interest  of  all  pro¬ 
ducers,  will  be  effectively  performed  if 
the  coopferatives  are  paid  at  the  rates  set 
forth  in  the  amendments  in  this  decision. 
The  value  to  all  producers  of  the  per¬ 
formance  of  the  market-wide  services 
will  at  least  equal  the  amount  of  the  pay- 
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merits  to  the  cooperatives.  The  coopera¬ 
tives  should,  under  the  amendments, 
submit  budgets  which  will  be  carefully 
studied,  and  the  performance  of  the 
market-wide  services  should  be  under 
the  constant  scrutiny  of  the  Market  Ad¬ 
ministrator.  Experience  may,  of  course, 
reveal  the  need  for  revision  of  the  rates. 
However,  under  the  record  of  this  hear¬ 
ing,  the  cooperatives  should  receive 
payments  for  the  performance  of  mar¬ 
ket-wide  services  in  accordance  with  the 
rates  set  forth  in  the  amendments. 

The  aggregate  amount  of  the  payments 
to  cooperatives,  under  the  amendments 
contained  in  this  decision,  cannot  be 
exactly  determined  inasmuch  as  it  is 
not  known  at  the  present  which  coop¬ 
eratives  or  federations  will  qualify  for 
the  payments,  but  an  adequate  basis 
exists  for  estimating  with  reasonable  ac¬ 
curacy  the  maximum  amount  of  the  pay¬ 
ments  to  all  cooperatives  and  federations, 
and  the  cost  per  producer,  in  the  milk- 
shed,  for  the  payments  to  cooperatives 
and  federations  under  these  amend¬ 
ments.  The  total  value  of  the  milk 
pooled  and  priced  under  the  New  York 
order  in  1951  was  $310,292,982.  The 
total  amount  distributed  in  1951  as  co¬ 
operative  payments  was  $1,273,109,  i.  e., 
♦/lo  of  1  percent  of  the  total  value  of 
the  milk  pooled.  Translated  into  terms 
which  would  project  the  total  expendi¬ 
tures  from  the  producer-settlement  fund 
to  producers  as  individuals  irrespective 
of  whether  they  are  members  of  a  co¬ 
operative  or  are  non-members,  the  aver¬ 
age  individual  expenditure  to  the  pro¬ 
ducers  marketing  milk  under  the  order 
in  1951  was  slightly  over  $25.00.  If,  for 
example,  it  is  assumed  that  all  of  the 
cooperatives  in  the  milkshed  should 
qualify,  separately  or  as  members  of  a 
federation,  for  the  payment  of  2d  per 
hundredweight  provided  for  in  the 
amendments  to  the  order  as  hereinafter 
set  forth,  such  payments  would  amount 
to  $975,000  per  year  based  on  the  data 
for  1952.  The  payments  to  cooperatives 
and  federations  may,  in  the  aggregate, 
be  increased  under  the  amendments  by 
virtue  of  the  additional  pasunent  of  Id 
per  hundredweight  to  operating  coopera¬ 
tives  and  federations  and  Id  per  hun¬ 
dredweight  additional  to  any  cooperative 
or  federation  which  has  a  membership  of 
6,000  or  more.  But  the  aggregate  or 
total  of  cooperative  payments  under 
these  amendments,  as  set  forth  in  this 
decision,  will  not  be  in  excess  of  of 
1  percent  of  the  total  value  of  the  milk 
pool.  The  aggregate  of  these  payments 
from  the  producer-settlement  fund  to 
the  cooperatives  and  federations  will 
represent  approximately  $25  for  each 
producer  in  the  milkshed,  and  approxi¬ 
mately  70  percent  of  the  producers  are 
members  of  cooperative  associations  of 
producers.  The  value  of  the  market¬ 
wide  services,  under  this  complex  and 
intricate  regulatory  program,  is  w’orth 
more  to  each  producer  than  the  small 
amount  paid  to  the  cooperatives  for  the 
performance  of  the  market-wide  serv¬ 
ices.  A  change,  for  example,  of  1  per¬ 
cent  in  the  imiform  price  would  affect 
the  average  annual  return  of  a  pro¬ 
ducer — which  in  1951  was  approximately 
$6.300 — by  more  than  $60. 


The  cooperatives  incur  expenses  in  the 
performance  of  these  market-wide  serv¬ 
ices  at  least  equal  to  the  amount  thus 
received  from  the  producer-settlement 
fund.  It  is  only  by  means  of  making 
these  payments  from  the  producer- 
settlement  fund  to  the  cooperatives  for 
the  performance  of  market-wide  services 
that  a  uniform  blended  price  may  be 
arrived  at  which  will  equitably  apportion 
the  total  value  of  the  milk,  purchased  by 
all  handlers,  among  producers  and  as¬ 
sociations  of  producers  on  the  basis  of 
their  marketings  of  milk  during  each 
month  which,  under  the  order,  is  the 
proper  representative  period  for  this 
purpose.  Also,  the  payments  to  the  co¬ 
operatives  for  the  performance  of  the 
market-wide  services  are  incidental  to, 
and  necessary  to  effectuate,  the  classi¬ 
fication,  pricing,  and  pooling  of  milk, 
and  inasmuch  as  the  payments  are  for 
the  performance  of  market-wide  serv¬ 
ices  the  payments  are  not  for  milk,  but 
are  for  services,  and  thus  the  blended 
price  which  is  computed  after  the  mak¬ 
ing  of  these  payments  results  in  a  price 
which  is  uniform  for  all  of  the  milk. 
The  market-wide  services  and  the  pay¬ 
ments  therefor  are  not  inconsistent  with 
the  statutory  requirement  for  uniform 
prices  for  milk  subject  only  to  the  varia¬ 
tions  or  adjustments  referred  to  in  the 
statute. 

The  members  of  a  cooperative  or 
federation  should  continue,  in  accord¬ 
ance  with  the  principle  heretofore  ob¬ 
served  under  this  order,  to  pay  the  entire 
cost  of  the  activities  of  such  cooperative 
or  federation  which  are  not  of  market¬ 
wide  benefit.  A  cooperative  receiving 
payments,  or  a  federated  cooperative, 
under  the  amendments  set  forth  in  this 
decision  should  be  required  to  receive 
from  its  producer  members  at  least  1 
cent  per  hundredweight  of  milk  mar¬ 
keted  by  its  producer  members.  That 
requirement  tends  to  safeguard  against 
a  cooperative’s  depending  upon  the  co¬ 
operative  pasnments  to  finance  activities 
that  are  not  market-wide.  If  a  federa¬ 
tion  performs  activities  which  are  solely 
market-wide  in  nature  for  the  benefit  of 
all  producers,  the  federated  cooperatives 
comprising  the  federation  should  not  be 
required  to  make  any  payments  to  the 
federation,  except  that  the  Market  Ad¬ 
ministrator’s  rules  and  regulations 
should,  among  other  things,  require, 
whenever  necessary  to  insure  the  per¬ 
formance  of  the  market-wide  services 
for  which  the  cooperative  payments  are 
made,  a  minimum  monthly  payment  by 
federated  cooperatives  to  the  federation 
so  as  to  be  sure  that  a  federation  which 
receives  cooperative  payments  will  fully 
perform  the  market-wide  services  for 
which  the  payments  are  made,  and  not 
depend  upon  cooperative  payments  to 
finance  activities,  if  any,  that  are  not 
market-wide  in  character. 

In  order  to  assure  adequate  perform¬ 
ance  of  the  market-wide  services  by  an 
applicant  for  cooperative  pasonents,  cer¬ 
tain  standards  are  enumerated  in  the 
amendments.  In  order  for  a  cooperative 
to  qualify  for  pasnnents  it  should  appear 
that  such  cooperative  is  duly  incorpo¬ 
rated  under  the  cooperative  corporation 
laws  of  a  state ;  that  it  is  qualified  under 
the  Capper-Volstead  Act  (7  U.  S.  C.  291 


et  seq.) ;  and  that  all  of  its  activities  are 
under  the  control  of  its  members  and 
that  it  has  full  authority  in  the  sale  of 
the  milk  produced  by  its  members.  Any 
such  cooperative  must  have  at  least  4.000 
members  who  are  producers  and  from 
whom  the  cooperative  receives  not  less 
than  1  cent  per  hundredweight  of  milk 
delivered  by  the  members.  In  order  for 
a  federation  to  qualify  for  payments  it 
•should  appear  that  such  federation  is 
duly  incorporated  under  the  laws  of  a 
state,  and  that  each  of  its  members  is  a 
duly  organized  cooperative.  The  feder¬ 
ated  cooperatives  should  have  an  aggre¬ 
gate  of  not  less  than  4,000  members  who 
are  producers  from  whom  the  federated 
cooperatives  receive  not  less  than  1  cent 
per  hundredweight  of  milk  delivered  by 
their  producer  members.  Also,  when  re¬ 
quired  by  rules  and  regulations  of  the 
Market  Administrator  the  federated  co¬ 
operatives  should  pay  to  the  federation 
the  minimum  monthly  payment  specified 
in  the  rules  and  regulations  to  finance 
any  activities  of  the  federation  that  are 
not  market-wide  in  character. 

A  cooperative  receiving  payments 
should  be  permitted  to  aflMiate  with  a 
federation  of  other  cooperatives,  but  the 
membership  of  the  cooperative  receiving 
pajunents  should  not  be  counted  for  the 
purpose  of  determining  the  size  or  the 
amount  of  pa3mient  to  be  made  to  the 
federation.  The  cooperative  pasnnents 
should  be  made  to  the  individually  quali¬ 
fied  cooperative  unless  its  contract  with 
the  federation  specifies  in  writing  that 
the  federation  is  to  receive  the  payments. 
Any  such  contract  must  authorize  the 
federation  to  receive  the  payments  for  at 
least  one  year,  and  such  agreement  must 
cover  or  be  renewed  for  a  yearly  period 
for  every  subsequent  year  for  which  the 
federation  is  to  receive  the  payments. 
In  addition,  a  federation  should  have 
contracts  with  each  of  its  federated  co¬ 
operatives  under  which  the  cooperatives 
agree  to  remain  in  the  federation  for  at 
least  one  year,  and  such  contracts 
should  cover  or  be  renewed  for  a  yearly 
period  for  every  subsequent  year  for 
which  the  federated  cooperatives  are  to 
be  included  within  the  membership  of 
the  federation  for  cooperative  payment 
purposes.  These  provisions  ensure  a  de¬ 
gree  of  stability  to  the  federation,  and 
permit  it  to  offer  employment  incident 
to  the  performance  of  market-wide  serv¬ 
ices  for  a  period  of  at  least  one  year. 
These  provisions,  while  preventing 
double  payments,  permit  cooperatives 
receiving  payment  to  give  their  sup¬ 
port  and  assistance  to  federations  of 
other  cooperatives. 

No  producer  should  be  counted  more 
than  once  in  determining  the  member¬ 
ship  of  the  various  coop>eratives  or  fed¬ 
erations  qualified  to  receive  cooperative 
payments,  and  two  organizations  should 
not  receive  payment  on  the  same  milk 
delivered  by  a  producer. 

In  determining  whether  a  federation  of 
cooperatives  is  eligible  to  receive  an  addi¬ 
tional  payment  of  1  cent  per  hundred¬ 
weight,  by  reason  of  receiving  at  least  25 
percentum,  by  weight,  of  the  milk  deliv¬ 
ered  by  members  of  the  federated  co¬ 
operatives  at  plants  operated  by  the 
cooperatives  or  the  federation,  the  milk 
delivered  by  members  of  a  cooperative 
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which  is  an  applicant  for  or  which  re¬ 
ceives  cooperative  payments  on  the  same 
milk,  or  which  is  a  federated  cooperative 
in  another  federation  claiming  or  receiv¬ 
ing  cooperative  payments  on  the  same 
milk,  or  which  is  not  meeting  all  of  the 
r^uirements  applicable  to  it  should  not 
be  considered.  The  payment  to  be  made 
to  a  federation  should  be  determined 
only  by  the  milk  delivered  by  producer 
members  of  coor)eratives  which  individ-  • 
ually  meet  all  of  the  requirements  appli¬ 
cable  to  them. 

A  cooperative  or  a  federation  may  ap¬ 
ply  to  the  Market  Administrator  for 
payments,  and  the  Market  Administra¬ 
tor  should  make  a  determination  as  to 
whether  or  not  the  applicant  meets  the 
requirements  in  the  amendments  set 
forth  in  this  decision.  For  initial  qual¬ 
ification  the  applicant  should  demon¬ 
strate  its  ability  to  perform  the  various 
market-wide  services  described  in  the 
amendments  to  the  order  as  set  forth  in 
this  decision,  and  any  such  application 
should  be  accompanied  by  a  written  plan 
which  details  its  proposed  program  for 
the  performance  of  market-wide  serv¬ 
ices,  and  the  Market  Administrator 
should  be  satisfied,  before  approving  the 
application,  that  the  applicant  has  the 
requisite  personnel,  facilities,  and  plan 
for  performing  the  market-wide  serv¬ 
ices.  and  that  such  services  will  be 
performed. 

The  performance  of  market-wide 
services  by  the  cooperatives  or  federa¬ 
tions  that  receive  payments  should  be 
under  the  constant  scrutiny  of  the  Mar¬ 
ket  Administrator  in  accordance  with 
the  provisions  in  the  amendments,  in  this 
decision,  and  in  accordance  with  the 
rules  and  regulations  to  be  issued  by  the 
Market  Administrator.  The  cooperatives 
and  federations  receiving  these  pay¬ 
ments  should  submit  such  reports  and 
keep  such  records  as  may  be  deemed 
necessary  by  the  Market  Administrator 
to  enable  him  to  verify  whether  they  are 
performing  the  market-wdde  services, 
and  all  such  records  should  be  available 
for  inspection  and  audit  by  the  Market 
Administrator.  The  cooperatives  or 
federations  that  receive  payments  must 
perform  the  market-wide  services  enu¬ 
merated  in  the  amendments  in  this  de¬ 
cision.  and  upon  determination  by  the 
Market  Administrator,  after  due  notice 
and  hearing,  that  a  cooperative  or  a 
federation  is  failing  to  perform  such 
services  the  payment  should  be  discon¬ 
tinued  by  the  Market  Administrator  and 
the  action  thus  taken  should  be  publicly 
announced.  The  proper  grounds  for  dis¬ 
qualification  are  those  enumerated  in  the 
amendments,  and  any  cooperative  or  fed¬ 
eration  thus  disqualified  by  the  Market 
Administrator  may  within  thirty  days 
after  the  action  thus  taken  appeal  to  the 
Secretary.  If  no  such  appeal  it  taken 
within  that  period  of  time,  the  action  of 
the  Market  Administrator  should  be 
final.  If  an  appeal  is  properly  perfected, 
the  final  administrative  decision  should 
be  made  by  the  Secretary,  but  the  record 
on  appeal  should  be  limit^  to  the  record 
before  the  Market  Administrator  at  the 
time  of  his  determination.  Efficient  ad¬ 
ministration  requires  that  there  be  a  full 
and  complete  presentation  of  all  relevant 
and  material  facts  to  the  Market  Ad¬ 


ministrator  and  that  such  evidence 
should  not  be  withheld. 

The  amendments  in  this  decision  con¬ 
tain  provisions  to  facilitate  and  expedite 
the  administration  of  the  provisions 
which  authorize  cooperative  payments. 
The  Market  Administrator  should  be 
charged  with  the  responsibility  of  deter¬ 
mining  initially  whether  a  cooperative 
or  federation  of  cooperatives  qualifies  to 
receive  cooperative  payments  and  also 
whether  it  continues  to  meet  the  pre¬ 
scribed  eligibility  and  p>erformance  re¬ 
quirements.  The  determination  by  the 
Market  Administrator  should  be  subject 
to  review  by  the  Secretary  upon  applica¬ 
tion  therefor  by  the  cooperative  or  feder¬ 
ation.  There  should  be  centralized  in 
the  Market  Administrator  the  initial  re¬ 
sponsibility  for  qualification  and  dis¬ 
qualification.  and  no  action  to  disqualify 
a  cooperative  or  federation  should  be 
taken  by  the  Market  Administrator  until 
after  the  cooperative  or  federation  has 
been  notified  by  the  Market  Adminis¬ 
trator  of  the  alleged  failure  to  meet  one 
or  more  of  the  requirements  and  has  been 
given  an  opportunity  to  be  heard. 

Provision  is  made  in  the  amendments 
for  the  issuance  by  the  Market  Adminis¬ 
trator  of  rules  and  regulations  to  effectu¬ 
ate  the  provisions  of  the  order  relative 
to  cooperative  payments.  Broad  author¬ 
ity  is  thus  provided  for  the  issuance  of 
rules  and  regulations.  Such  regulations 
should  be  designed  to  implement  the 
order  provisions  and  specify  in  more  de¬ 
tail  the  administrative  requirements  in 
connection  with  the  duty  imposed  on  the 
Market  Administrator  to  make  deter¬ 
minations  concerning  the  qualification 
and  disqualification  of  cooperatives  to 
receive  the  payments  authorized.  Rules 
and  regulations  for  that  purpose  should 
be  issued  only  in  accordance  with  the 
prescribed  procedure  (similar  to  that 
provided  in  §  927.36  of  the  order)  under 
which  interested  parties  are  provided 
full  opportunity  to  participate  in  their 
formulation.  This  provision  gives  a  de¬ 
gree  of  flexibility  to  the  administration 
of  the  order  provisions  and  permits  the 
cooperatives  and  federations  to  be  fully 
informed  as  to  the  administrative 
practice. 

The  amendments  to  the  order  should 
provide  that,  for  a  period  of  90  days 
after  the  effective  date  of  the  amend¬ 
ments,  a  cooperative  shall  receive  the 
same  rate  of  payment  for  performing 
the  market-wide  services  as  provided  in 
the  present  order,  unless  prior  to  the 
expiration  of  the  90  days  the  cooperative 
has  been  qualified  imder  the  new 
amendments.  If  by  the  end  of  the  90 
day  period,  the  cooperative  has  filed  an 
application  for  qualification  under  the 
proposed  amendments  and  if  the  coop¬ 
erative  continues  to  perform  the  market¬ 
wide  services  under  the  order  now  in 
effect,  the  cooperative  should  continue  to 
receive  the  payments  set  forth  in  the 
order  now  in  effect  until  the  applica¬ 
tion  is  acted  upon  by  the  Market  Ad¬ 
ministrator.  The  cooperatives  are  pres¬ 
ently  performing  market- wide  services 
of  benefit  to  all  producers,  and  if  the  co¬ 
operatives  continue  to  perform  these 
services  they  should  continue  to  receive 
payments  during  this  transitional  pe¬ 
riod  for  such  services.  Under  the 


amendments  in  this  decision,  in  order  to 
qualify  for  payments  the  cooperatives 
may  have  to  reorganize  and  supplement 
their  staffs  in  addition  to  other  changes 
which  may  be  required.  It  may  take 
some  cooperatives  or  federations  a  rea¬ 
sonable  period  in  order  to  meet  the 
requirements  contained  in  the  amend¬ 
ments  and  the  rules  and  regulations 
which  are  to  be  issued.  It  would  be 
contrary  to  the  interests  of  all  producers 
in  the  market  to  be  deprived  of  the 
market-wide  services  now  performed  by 
cooperatives  during  this  period.  In  ad¬ 
dition,  the  Market  Administrator  will 
have  to  issue  rules  and  regulations  to 
implement  the  provisions  of  the  order, 
and  this  action  by  the  Market  Adminis¬ 
trator  must,  under  the  amendments,  be 
issued  after  participation  by  the  indus¬ 
try  in  public  meetings.  The  Market 
Administrator  will  have  to  give  adequate 
notice  of  the  meetings  to  the  industry 
so  that  the  Industry  will  have  adequate 
time  within  which  to  prepare  their  evi¬ 
dence  and  arguments.  For  example, 
rules  and  regulations  will  be  needed  to 
implement  the  initial  qualification  pro¬ 
visions,  and  other  provisions,  such  as 
those  precluding  double  payment  in  the 
event  a  producer  or  a  cooperative  is  a 
member  of  one  or  more  organizations 
receiving  payments.  In  order  that  the 
Market  Administrator  may  have  ade¬ 
quate  time  within  which  to  issue  the 
rules  and  regulations,  and  in  order  to 
permit  the  cooperatives  and  federations 
to  become  familiar  with  the  new  amend¬ 
ments  and  the  rules  and  regulations  and 
to  take  any  other  action  which  may  be 
necessary  in  order  to  permit  the  coop¬ 
eratives  and  federations  to  qualify  for 
payments  under  the  new  amendments, 
the  order  should  contain  the  90  day 
provision  set  forth  in  the  amendments. 

It  was  suggested  at  the  hearing  that  in 
order  to  foster  and  encourage  the  growth 
of  cooperatives  and  federations  for  the 
better  performance  of  market-wide  serv¬ 
ices,  the  continued  eligibility  for  pay¬ 
ment  be  contingent  upon  attainment  of 
prescribed  increases  in  membership  with¬ 
in  specified  periods.  By  providing  for 
an  additional  payment  to  (cooperatives 
or  federations  of  6,000  members  or  more 
the  desired  result  will  be  accomplished 
by  the  amendments  proposed  in  this 
decision.  If  it  should  (levelop  that  these 
amendments  are  inadequate  or  ineffec¬ 
tive.  a  hearing  may  be  called  for  the 
purpose  of  considering  appropriate 
amendments  prior  to  the  expiration  of 
the  two-year  period  suggested  at  the 
hearing  as  the  time  within  which  the 
first  increase  should  be  attained. 

Other  proposals  which  should  not  be 
adopted  at  this  time  are  those  with  re¬ 
spect  to  an  additional  “matching”  pay¬ 
ment  from  the  producer-settlement  fund 
and  the  establishment  of  an  advisory 
committee  to  collaborate  with  and  ad¬ 
vise  the  Market  Administrator  relative 
to  the  administration  of  the  cooperative 
payment  provision  of  the  order. 

The  decluction  of  additional  sums  from 
members  to  pay  for  other  services  is  not 
so  directly  related  to  the  performance  of 
market- wide  services  as  to  justify  an 
automatic  increase  in  the  payments  from 
the  pool.  The  rates  provided  in  the  pro¬ 
posed  amendmepts  should  assure  the 
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adequate  performance  of  the  market¬ 
wide  services  contemplated  in  this 
decision.  If  these  rates  should  prove  in¬ 
adequate,  they  may  be  changed  through 
the  amendment  process. 

The  establishment  of  a  formal  ad¬ 
visory  committee  is  not  necessary,  under 
the  amendments,  to  the  effective  admin¬ 
istration  of  the  cooperative  payment  pro¬ 
vision  of  the  order.  The  procedure  pro¬ 
vided  in  connection  with  the  issuance  of 
rules  and  regulations  should  provide  ade¬ 
quate  opportunity  for  the  participation 
of  producer  groups  in  the  development 
of  administrative  requirements  incident 
to  the  cooperative  payment  provision. 
Moreover,  such  groups  may  at  any  time 
submit  recommendations  and  sugges¬ 
tions  to  the  Market  Administrator  for 
the  more  effective  administration  of  this 
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prices  as  will  reflect  the  aforesaid  fac¬ 
tors,  insure  a  sufficient  quantity  of  pure 
and  wholesome  milk,  and  be  in  the  public 
interest. 

(f )  The  marketing  agreement  and  the 
order,  as  amended,  and  as  hereby  further 
amended,  will  regulate  the  handling  of 
milk  in  the  same  manner  as,  and  will  be 
applicable  only  to  persons  in  the  respec¬ 
tive  classes  of  industrial  and  commercial 
activity,  specified  in  a  marketing  agree¬ 
ment  upon  which  a  hearing  has  been 
held. 


Order  of  the  Secretary  Directing  the 
Conduct  of  a  Referendum;  Determina¬ 
tion  of  a  Representative  Period;  and 
Designation  of  Referendum  Agent 


provision. 

It  was  proposed  at  the  hearing  that 
funds  for  administration  of  the  coopera¬ 
tive  payment  provision — as  distinguished 
from  the  cooperative  payments — be 
taken  from  the  producer  settlement  fund 
rather  than  from  the  administrative 
assessment  fund.  Provisions  of  the  act 
authorizing  the  issuance  of  milk  market¬ 
ing  orders  require  that  the  cost  of  ad¬ 
ministering  the  order  be  paid  from  funds 
derived  from  a  pro  rata  assessment  on 
the  milk  received  by  handlers  subject  to 
the  order,  and  the  cost  of  administering 
the  cooperative  pasunent  provision  of  the 
order  is  merely  a  part  of  the  cost  of  ad¬ 
ministration  required  to  be  financed  from 
the  administrative  assessment  fund. 

In  addition  to  the  foregoing,  it  is  fur¬ 
ther  found  and  concluded  that: 

(a)  The  marketing  agreement  and  the 
order,  as  amended,  and  as  hereby  fur¬ 
ther  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectu¬ 
ate  the  declared  policy  of  the  act. 

(b)  The  terms  and  conditions  in  the 
amendments  are  incidental  to,  and  not 
Inconsistent  with,  the  terms  and  condi¬ 
tions  specified  in  subsections  (5)-(7)  of 
section  8c  of  the  act  (7  U.  S.  C.  sections 
608c  (5) -(7) )  and  necessary  to  effectuate 
the  other  provisions  of  the  order. 

(c)  The  terms  and  conditions  in  the 
amendments  are  necessary  in  order 
equitably  to  apportion  the  total  value  of 
the  milk  purchased  by  all  handlers 
among  producers  and  associations  of 
producers,  on  the  basis  of  their  market¬ 
ings  of  milk  during  each  month  which 
is  the  proper  representative  period. 

(d)  The  terms  and  conditions  in  the 
amendments  are  necessary  to  accord 
such  recognition  and  encouragement  to 
producer-owned  and  producer-con- 
trolled  cooperative  associations  as  will  be 
in  harmony  with  the  policy  toward  co¬ 
operative  associations  set  forth  in  the 
relevant  acts  of  Congress,  and  as  will 
tend  to  promote  efficient  methods  of 
marketing  and  distribution. 

(e)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the  act 
are  not  reasonable  in  view  of  the  price  of 
feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  of  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  marketing  agree¬ 
ment  and  in  the  order,  as  amended,  and 
as  hereby  further  amended,  are  such 


[seal] 


Ezra  Tatt  Benson, 
Secretary  of  Agriculture. 


Order  *  Amending  the  Order,  as  Amended, 
Regulating  the  Handling  of  Milk  in 
the  New  York  Metropolitan  Milk  Mar¬ 
keting  Area 


Pursuant  to  section  8c  (19)  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  608c  (19) ), 
it  is  hereby  directed  that  a  referendum 
be  conducted  among  the  producers  (as 
defined  in  the  order,  as  amended,  regu¬ 
lating  the  handling  of  milk  in  the  New 
York  metropolitan  marketing  area)  who, 
during  the  month  of  July  1953,  which 
month  is  hereby  determined  to  be  the 
representative  period  for  such  referen¬ 
dum,  were  engaged  in  the  production  of 
milk  for  sale  in  the  marketing  area  speci¬ 
fied  in  the  aforesaid  order,  as  amended, 
to  determine  whether  such  producers 
favor  the  issuance  of  the  amendatory 
order  which  is  filed  herewith. 

Charles  J.  Blanford  is  hereby  desig¬ 
nated  agent  of  the  Secretary  to  conduct 
such  referendum  in  accordance  with  the 
procedure  for  the  conduct  of  referenda 
to  determine  producer  approval  of  milk 
marketing  orders  as  published  in  the 
Federal  Register  on  August  10,  1950  (15 
F.  R.  5177) ,  such  referendiun  to  be  com¬ 
pleted  on  or  before  the  35th  day  from 
the  date  this  decision  is  filed  with  the 
Hearing  Clerk,  United  States  Depart¬ 
ment  of  Agriculture. 

Marketing  agreement  and  amendment 
to  order.  Annexed  hereto  and  made  a 
part  hereof  are  two  documents  entitled 
respectively  “Marketing  agreement  reg¬ 
ulating  the  handling  of  milk  in  the  New 
York  metropolitan  marketing  area,”  and 
“Order,  amending  the  order,  as  amended, 
regulating  the  handling  of  milk  in  the 
New  York  metropolitan  marketing  area,” 
which  have  been  decided  upon  as  the 
detailed  and  appropriate  means  of  ef¬ 
fectuating  the  foregoing  conclusions. 
These  documents  shall  not  become  ef¬ 
fective  unless  and  until  the  requirements 
of  §  900.14  of  the  rules  of  practice  and 
procedure,  as  amended,  governing  pro¬ 
ceedings  to  formulate  marketing  agree¬ 
ments  and  orders  have  been  met. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  order,  as 
amended,  and  as  hereby  proposed  to  be 
further  amended  by  the  attached  order 
which  will  be  published  with  this 
decision. 


§  927.0  Findings  and  determinations. 
The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  to 
and  in  addition  to  the  findings  and  de¬ 
terminations  previously  made  in  connec¬ 
tion  with  the  issuance  of  the  aforesaid 
order  and  of  each  of  the  previously  issued 
amendments  thereto;  and  all  of  said 
previous  findings  and  determinations  are 
hereby  ratified  and  affirmed  except  inso¬ 
far  as  such  findings  and  determinations 
may  be  in  conflict  with  the  findings  and 
determinations  set  forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  the 
formulation  of  marketing  agreements 
and  marketing  orders  (7  CFR  Part  900), 
a  public  hearing  was  held  upon  certain 
proposed  amendments  to  the  tentative 
marketing  agreement  and  to  the  order, 
as  amended,  regulating  the  handling  of 
milk  in  the  New  York  metropolitan  milk 
marketing  area.  Upon  the  basis  of  the 
evidence  introduced  at  such  hearing  and 
the  record  thereof,  it  is  found  that: 

(1)  The  marketing  agreement  and 
the  order,  as  amended,  and  as  hereby 
further  amended,  and  all  of  the  terms 
and  conditions  thereof,  will  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act. 

(2)  The  terms  and  conditions  In 
§  927.76  of  the  order,  as  amended,  and 
as  hereby  further  amended,  are  inciden¬ 
tal  to,  and  not  inconsistent  with,  the 
terms  and  conditions  specified  in  subsec¬ 
tions  (5) -(7)  of  section  8c  of  the  act  (7 
U.  S.  C.  sections  608c  (5) -(7))  and  nec¬ 
essary  to  effectuate  the  other  provisions 
of  the  order. 

(3)  The  terms  and  conditions  in 
§  927.76  of  the  order,  as  amended,  and 
as  hereby  further  amended,  are  neces¬ 
sary  in  order  equitably  to  apportion  the 
total  value  of  the  milk  purchased  by  all 
handlers  among  producers  and  associa¬ 
tions  of  producers,  on  the  basis  of  their 
marketings  of  milk  during  each  month 
which  is  the  proper  representative 
period. 

(4)  The  terms  and  conditions  In 
§  927.76  of  the  order,  as  amended,  and 
as  hereby  further  amended,  are  neces¬ 
sary  to  accord  such  recognition  and  en¬ 
couragement  to  producer-owned  and 
producer-controlled  cooperative  associ¬ 
ations  as  will  be  in  harmony  with  the 
policy  toward  cooperative  associations 
set  forth  in  the  relevant  acts  of  Con¬ 
gress,  and  as  will  tend  to  promote  effi¬ 
cient  methods  of  marketing  and  distri¬ 
bution. 

(5)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds. 


This  decision  filed  at  Washington, 
D.  C.,  this  7th  day  of  October  1953. 


» This  order  shall  not  become  effective 
unless  and  until  the  requirements  of  §  900.14 
of  the  rules  of  practice  and  procedure,  as 
amended,  governing  proceedings  to  formu¬ 
late  marketing  agreements  and  marketing 
orders  have  been  met. 
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and  other  economic  conditions  which  af¬ 
fect  market  supply  of  and  demand  for 
milk  in  the  marketing  area,  and  the 
minimum  prices  specified  in  the  market¬ 
ing  agreement  and  in  the  order,  as 
amended,  and  as  hereby  further 
amended,  are  such  prices  as  will  refiect 
the  aforesaid  factors,  insure  a  suflBcient 
quantity  of  pure  and  wholesome  milk, 
and  be  in  the  public  interest. 

(6)  The  marketing  agreement  and  the 
order,  as  amended,  and  as  hereby  further 
amended,  will  regulate  the  handling  of 
milk  in  the  same  manner  as,  and  will  be 
applicable  only  to  persons  in  the  respec¬ 
tive  classes  of  industrial  and  commercial 
activity,  specified  in  a  marketing  agree¬ 
ment  upon  which  a  hearing  has  been 
held. 

Order  relative  to  handling.  It  is 
therefore  ordered  that  on  and  after  the 
effective  date  hereof,  the  handling  of 
milk  in  the  New  York  metropolitan 
milk  marketing  area  shall  be  in  con¬ 
formity  to  and  in  compliance  with  the 
terms  and  conditions  of  the  aforesaid 
order,  as  amended,  and  as  hereby  fur¬ 
ther  amended;  and  the  aforesaid  order, 
as  amended,  is  hereby  further  amended 
as  follows: 

1.  Delete  §  927.76  of  the  order  as  now 
in  effect  and  substitute  therefor  the  fol¬ 
lowing: 

S  927.76  Cooperative  payments  for 
market-wide  services.  Payments  shall 
be  made  to  qualified  cooperatives  or  to 
federations  under  the  conditions,  in  the 
manner,  and  at  the  rates  set  forth  in  this 
section. 

(a)  Definitions.  As  used  in  this  sec¬ 
tion  the  following  terms  shall  have  the 
following  meanings: 

(1)  “Cooperative”  means  a  coopera¬ 
tive  association  of  producers  which  is 
duly  incorporated  under  the  cooperative 
corporation  laws  of  a  state;  is  qualified 
under  the  Capper- Volstead  Act  (7  U.  S.  C. 
291  et  seq.) ;  has  all  its  activities  under 
the  control  of  its  members  and  has  full 
authority  in  the  sale  of  its  members’ 
milk. 

(2)  “Federation”  means  a  federation 
of  cooperatives. 

(3)  “Federated  cooperative”  means  a 
cooperative  w'hich  is  a  member  of  a 
federation  and  on  whose  membership 
the  federation  is  an  applicant  for  or  re¬ 
ceives  payments  under  subparagraph  (2) 
of  paragraph  (f )  of  this  section. 

(4)  “Member"  means,  when  used  with 
respect  to  a  member  of  a  cooperative  or 
of  a  federated  cooperative,  only  a  mem¬ 
ber  who  is  also  a  producer,  as  defined  in 
S  927.6. 

(b)  Qualified  cooperatives  and  feder¬ 
ations.  A  cooperative  or  federation  may 
submit  an  application  to  the  Market  Ad¬ 
ministrator  for  payments  under  the  pro¬ 
visions  of  this  section.  In  accordance 
with  the  requirements  of  the  rules  and 
regulations  issued  by  the  Market  Ad¬ 
ministrator,  any  such  application  shall 
include  a  written  description  of  the  ap¬ 
plicant’s  program  for  the  performance  of 
market-wide  services,  including  evidence 
that  adequate  facilities  and  personnel 
will  be  maintained  by  it  so  as  to  enable 
it  to  perform  the  market-wide  services; 
and  the  application  shall  contain  a  state¬ 
ment  by  the  applicant  that  it  will  per¬ 


form  the  required  market-wide  services 
for  which  it  is  applying  for  payments. 
The  application  shall  set  forth  all  neces¬ 
sary  data  so  as  to  enable  the  Market  Ad¬ 
ministrator  to  determine  whether  it 
meets  the  qualification  requirements 
with  respect  to  the  payments  for  which 
the  application  is  submitted.  An  appli¬ 
cation  shall  be  approved  by  the  Market 
Administrator  only  if  he  determines 
that: 

(1)  In  the  case  of  a  cooperative: 

(1)  It  has  not  less  than  4,000  members 
and  receives  from  its  members  not  less 
than  1  cent  per  hundredweight  of  milk 
delivered  by  them:  Provided,  That  no 
person  shall  be  counted  in  this  respect  as 
a  member  if  he  is  a  member  of  another 
cooperative  which  is  an  applicant  for  or 
which  receives  cooperative  payments,  or 
if  he  is  a  member  of  a  federated  co¬ 
operative. 

(ii) ‘If  the  application  is  also  for  an 
additional  payment  under  subparagraph 

(3)  of  paragraph  (f)  of  this  section,  it 
has  not  less  than  6,000  members  and 
receives  from  its  members  not  less  than 
1  cent  per  hundredweight  of  milk 
delivered  by  them,  subject  to  the  proviso 
in  subdivision  (i)  of  this  subparagraph. 

(iii)  If  the  application  is  also  for  an 
additional  payment  under  subparagraph 

(4)  of  paragraph  (f)  of  this  section,  the 
cooperative  is  an  operating  cooperative 
which  operates  marketing  facilities,  i.  e.. 
pool  plant (s),  at  which  it  receives  at 
least  25  per  centum,  by  weight,  of  the 
milk  marketed  by  all  of  its  members: 
Provided.  That  in  determining  whether 
the  25  per  centum  minimum  require¬ 
ment  is  complied  with  there  shall  be 
excluded  the  milk  delivered  by  a  mem¬ 
ber  of  the  cooperative  who  is  a  member 
of  another  cooperative  which  is  an  ap¬ 
plicant  for  or  which  receives  cooperative 
payments  on  the  same  milk  or  which  is 
a  federated  cooperative  in  a  federation 
which  is  an  applicant  for  or  receiving 
cooperative  payments  on  the  same  milk. 

(2)  In  the  case  of  a  federation: 

(i)  It  is  duly  incorporated  under  the 
laws  of  a  State. 

(ii)  It  has  contracts  with  each  of  its 
federated  cooperatives  under  which  the 
cooperatives  agree  to  remain  in  the  fed¬ 
eration  for  at  least  one  year,  and  such 
contracts  cover  or  will  be  renewed  for  a 
yearly  period  for  every  subsequent  year 
for  which  the  federated  cooperatives  are 
to  be  included  within  the  membership 
of  the  federation  for  cooperative  pay¬ 
ment  purposes. 

(iii)  Its  federated  cooperatives  have 
an  aggregate  of  not  less  than  4,000  mem¬ 
bers  and  the  federated  cooperatives  re¬ 
ceive  from  their  members  not  less  than 
1  cent  per  hundredweight  of  milk  de¬ 
livered  by  them;  and  its  federated  co¬ 
operatives  will  pay  to  the  federation, 
when  required  by  rules  and  regulations 
issued  by  the  market  administrator,  the 
minimum  monthly  payment  specified  in 
the  rules  and  regulations  to  finance  the 
activities  of  the  federation  that  are  not 
market- wide  in  character:  Provided, 
That  no  person  shall  be  counted  in  this 
respect  as  a  member  if  he  is  a  member  of 
a  cooperative  which  is  an  applicant  for 
or  which  receives  cooperative  payments, 
or  if  he  is  a  member  of  another  federated 
cooperative. 


(iv)  If  the  application  is  also  for  an 
additional  payment  under  subparagraph 
(3J  of  paragraph  (f)  of  this  section,  the 
aggregate  membership  of  the  federated 
cooperatives  is  not  less  than  6,000  mem¬ 
bers  and  the  federated  cooperatives  re¬ 
ceive  from  their  members  not  less  than 
1  cent  per  hundredweight  of  milk  de¬ 
livered  by  their  members,  subject  to  the 
proviso  in  subdivision  (iii)  of  this  sub- 
paragraph. 

(V)  If  the  application  is  also  for  an 
additional  payment  under  subparagraph 

(5)  of  paragraph  (f)  of  this  section,  the 
federation  operates  marketing  facilities, 
1.  e.,  pool  plant(s),  or  the  federated  co¬ 
operatives  operate  marketing  facilities, 
at  which  is  received  at  least  25  per- 
centum,  by  weight,  of  the  milk  marketed 
by  the  members  of  the  federated 
cooperatives:  Provided,  That  in  deter¬ 
mining  whether  the  25  percentum  mini¬ 
mum  requirement  is  complied  with,  there 
shall  be  excluded  the  milk  delivered  by 
members  of  a  cooperative  which  is  an 
applicant  for  or  which  receives  coopera¬ 
tive  payments  on  the  same  milk,  or  which 
is  a  federated  cooperative  in  another 
federation  which  is  an  applicant  for  or 
receiving  cooperative  payments  on  the 
same  milk,  or  which  is  not  meeting  the 
requirements  of  this  section  applicable 
to  it. 

(3)  The  applicant  cooperative  or  fed¬ 
eration  demonstrates  that  it  has  the 
ability  to  perform  the  market-wide  serv¬ 
ices  for  which  application  is  made,  and 
that  such  services  will  be  performed. 

(4)  The  applicant  coop>erative  or  the 
federated  cooperatives  of  an  applicant 
federation  are  in  no  way  precluded  from 
arranging  for  the  utilization  of  milk 
under  their  respective  control  so  as  to 
yield  the  highest  available  net  return 
to  all  producers  without  displacing  an 
equivalent  quantity  of  other  producer 
milk  in  the  preferred  classification. 

(c)  Notice  of  qualification  or  denial; 
effective  date.  Upon  determination  by 
the  market  administrator  that  a  cooper¬ 
ative  or  a  federation  is  qualified  to  re¬ 
ceive  payment  for  performance  of  the 
market-wide  services,  he  shall  transmit 
such  determination  to  the  applicant  co¬ 
operative  or  federation  and  publicly 
announce  the  issuance  of  the  determina¬ 
tion.  The  determination  shall  be  effec¬ 
tive  with  respect  to  milk  delivered  on 
and  after  the  first  day  of  the  month  fol¬ 
lowing  issuance  of  the  determination.  If, 
after  consideration  of  an  application  for 
payments  for  market-wide  services,  the 
market  administrator  determines  that 
the  cooperative  or  federation  is  not  quali¬ 
fied  to  receive  such  payments,  he  shall 
promptly  notify  the  applicant  and  spe¬ 
cifically  set  forth  in  such  notice  his  rea¬ 
sons  for  denial  of  the  application. 

(d)  Requirements  for  continued  quali¬ 
fication.  From  time  to  time  and  in  ac¬ 
cordance  with  rules  and  regulations 
which  may  be  issued  by  the  market  ad¬ 
ministrator.  each  qualified  cooperative  or 
federation  must  demonstrate  to  the  mar¬ 
ket  administrator  that  it  continues  to 
meet  the  qualification  requirements  for 
the  payments  and  is  fully  performing 
the  market-wide  services  for  which  it  is 
being  paid. 

(e)  Market-wide  services.  Each  co¬ 
operative  or  federation  shall  perform  the 
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market-wide  services  enumerated  in  this 
paragraph.  Such  services  are:  (1)  Ana¬ 
lyzing  milk  marketing  problems  and 
their  solution,  conducting  market  re¬ 
search  and  maintaining  current  infor- 
'mation  as  to  all  market  developments, 
preparing  and  assembling  statistical  data 
relative  to  prices  and  marketing  condi¬ 
tions,  and  making  an  economic  analysis 
of  all  such  data;  (2)  determining  the 
need  for  the  formulation  of  amendments 
to  the  order  and  proposing  such  amend¬ 
ments  or  requesting  other  appropriate 
action  by  the  Secretary  or  the  market 
administrator  in  the  light  of  changing 
conditions:  (3)  participating  in  proceed¬ 
ings  with  respect  to  amendments  to  the 
order,  including  the  preparation  and 
presentation  of  evidence  at  public  hear¬ 
ings,  the  submission  of  appropriate  briefs 
and  exceptions,  and  also  participating, 
by  voting  or  otherwise,  in  the  referenda 
relative  to  amendments;  <4)  participat¬ 
ing  in  the  meeting  called  by  the  market 
administrator,  such  as  meetings  with  re¬ 
spect  to  rules  and  regulations  issued  un¬ 
der  the  order,  including  activities  such 
as  the  preparation  and  presentation  of 
data  at  such  meetings  and  briefs  for  sub¬ 
mission  thereafter;  (5)  conducting  a 
comprehensive  educational  program 
among  producers — i.  e.,  members  and 
nonmembers  of  cooperatives — and  keep¬ 
ing  such  producers  well  informed  for 
participation  in  the  activities  under  the 
regulatory  order  and.  as  a  part  of  such 
program,  issuing  publications  that  con¬ 
tain  relevant  data  and  information  about 
the  order  and  its  operation,  and  the  dis¬ 
tribution  of  such  publication  to  mem¬ 
bers  and,  on  the  same  subscription  basis, 
to  nonmembers  who  request  it,  and  hold¬ 
ing  meetings  at  w-hich  members  and 
nonmembers  may  attend;  and  (6)  in  the 
case  of  a  cooperative  or  federation  which 
receives  an  additional  payment  under 
subparagraph  (4)  or  (5)  of  paragraph 

(f)  of  this  section,  operating  marketing 
facilities,  or  having  within  its  member¬ 
ship  federated  cooperatives  operating 
marketing  facilities,  i.  e.,  pool  plant(s>, 
at  which  is  received  at  least  25  per  cen¬ 
tum,  by  weight,  of  the  milk  marketed  by 
all  the  members  of  the  cooperative  or  by 
all  the  members  of  the  federated 
cooperatives. 

(f)  Rate,  computation,  time,  and 
method  of  payment.  (1)  Subject  to  the 
provisions  of  paragraph  (g)  of  this  sec¬ 
tion.  the  market  administrator,  on  or 
before  the  25th  day  of  each  month,  shall 
make  payment  out  of  the  producer-set¬ 
tlement  fund,  or  issue  equivalent  credit 
therefor,  to  each  cooperative  or  federa¬ 
tion  which  is  qualified  for  such  payments 
for  market-wide  services.  The  payment 
to  a  cooperative  shall  be  based  upon  the 
milk  reported  by  cooperative  or  proprie¬ 
tary  handlers  to  have  been  received  dur¬ 
ing  the  preceding  month  from  its 
members,  and  the  payment  to  a  federa¬ 
tion  shall  be  based  upon  the  milk  re¬ 
ported  by  cooperative  or  proprietary 
handlers  to  have  been  received  during 
the  preceding  month  from  the  members 
of  its  federated  cooperatives,  subject  in. 
both  instances  to  adjustment  upon  veri¬ 
fication  by  the  market  administrator. 

<2)  Such  payment  or  credit  shall  be 
at  the  rate  of  2  cents  per  hundredweight 
of  milk  in  accordance  with  subparagraph 
No.  199 - 4 


of  this  paragraph;  Provided,  That 
in  computing  payment  to  a  cooperative 
there  shall  be  excluded  all  of  the  milk 
of  its  members  who  belong  to  another 
cooperative  which  is  an  applicant  for 
or  which  receives  cooperative  payments 
on  the  same  milk  or  which  is  a  fed¬ 
erated  cooperative  in  a  federation  which 
is  an  applicant  for  or  receiving  coopera¬ 
tive  payments  on  the  same  milk:  And 
provided  further.  That  in  computing 
payment  to  a  federation  there  shall  be 
excluded  all  of  the  milk  of  members  of 
a  cooperative  which  is  an  applicant  for 
or  which  receives  cooperative  payments 
on  the  same  milk  or  which  is  a  fed¬ 
erated  cooperative  in  another  federation 
which  is  an  applicant  for  or  receiving 
cooperative  payments  on  the  same  milk, 
or  which  is  not  meeting  the  requirements 
of  this  section  applicable  to  it. 

(3)  Any  cooperative  that  has  at  least 
6,000  members  and  any  federation  which 
has  an  aggregate  membership  of  its 
federated  cooperatives  of  at  least  6,000 
members  shall  receive  a  payment,  in  ad¬ 
dition  to  the  payment  provided  for  in 
subparagraph  (2)  of  this  paragraph,  of 
1  cent  per  hundredweight  of  milk  in  ac¬ 
cordance  with  subparagraph  il)  of  this 
paragraph  and  subject  to  the  provisos 
contained  in  subparagraph  (2)  of  this 
paragraph. 

(4)  Any  cooperative  that  operates 
marketing  facilities,  i.  e.,  pool  plant(s), 
at  which  is  received  at  least  25  per  cen¬ 
tum,  by  weight,  of  the  milk  marketed  by 
all  of  its  members  shall  receive  a  pay¬ 
ment,  in  addition  to  the  payment  pro¬ 
vided  for  in  subparagraph  (2)  or 
subparagraph  (3)  of  this  paragraph,  of 
1  cent  per  hundredweight  of  all  milk 
marketed  by  its  members  in  accordance 
with  subparagraph  (1)  of  this  para¬ 
graph:  Provided,  That  in  computing  the 
payment  under  this  subparagraph  there 
shall  be  excluded  the  milk  delivered  by 
a  member  of  the  cooperative  who  is  a 
member  of  another  cooperative  which  is 
an  applicant  for  or  which  receives  co¬ 
operative  payments  on  the  same  milk  or 
which  is  a  federated  cooperative  in  a 
federation  which  is  an  applicant  for  or 
receiving  cooperative  payments  on  the 
same  milk. 

(5)  Any  federation  that  operates  mar¬ 
keting  facilities,  i.  e..  pool  plant(s),  or 
whose  members  include  one  or  more  fed¬ 
erated  cooperatives  that  operate  market¬ 
ing  facilities,  at  which  is  received  at  least 
25  per  centum,  by  weight,  of  the  milk 
marketed  by  all  the  members  of  its  fed¬ 
erated  cooperatives  shall  receive  a  pay¬ 
ment,  in  addition  to  the  payment  pro¬ 
vided  for  in  subparagraph  (2)  or  sub- 
paragraph  (3)  of  this  paragraph,  of  1 
cent  per  hundredweight  of  all  milk  mar¬ 
keted  by  such  members  in  accordance 
with  subparagraph  (1)  of  this  para¬ 
graph:  Provided,  That  in  computing  the 
payment  under  this  subparagraph  there 
shall  be  excluded  the  milk  delivered  by 
members  of  a  cooperative  which  is  an 
applicant  for  or  which  receives  coopera¬ 
tive  payments  on  the  same  milk,  or 
which  is  a  federated  cooperative  in  an¬ 
other  federation  which  is  an  applicant 
for  or  receives  cooperative  payments  on 
the  same  milk,  or  which  is  not  meeting 
the  requirements  of  this  section  applica¬ 
ble  to  it. 


<6)  If  an  individually  qualified  coop¬ 
erative  is  affiliated  with  a  federation, 
the  cooperative  pajrment  shall  be  made 
to  such  cooperative  unless  its  contract 
with  the  federation  specifies  in  writing 
that  the  federation  is  to  receive  the  pay¬ 
ments.  Any  such  contract  must  author¬ 
ize  the  federation  to  receive  the  pay¬ 
ments  for  at  least  one  year,  and  such 
agreement  must  cover  or  be  renewed  for 
a  yearly  period  for  every  subsequent  year 
for  which  the  federation  is  to  receive  the 
payments. 

(g)  Disqualification.  (1)  The  market 
administrator  shall  issue  an  order  w  holly 
or  partly  disqualifying  a  previously  qual¬ 
ified  cooperative  or  federation  for  pay¬ 
ments  authorized  pursuant  to  this  sec¬ 
tion  and  such  payments  shall  not  there¬ 
after  be  made  to  it  if  he  detennines  that: 

(i)  The  cooperative  or  federation  no 
longer  complies  with  the  requirements  of 
this  section:  Provided,  That  in  the  case 
of  the  federation,  if  one  of  its  federated 
cooperatives  has  failed  to  comply  with 
the  requirements  of  this  section  appli¬ 
cable  to  it  or  has  failed,  promptly  after 
demand  by  the  market  administrator,  to 
arrange  for  the  utilization  of  milk  under 
its  control  so  as  to  yield  the  highest 
available  net  return  to  all  producers 
without  displacing  an  equivalent  quan¬ 
tity  of  other  producer  milk  in  the  pre¬ 
ferred  cla.ssification,  the  federation  shall 
be  disqualified  only  to  the  extent  that 
its  qualification  for  payments  or  the 
amount  of  its  payments  are  based  upon 
the  membership,  milk  or  operations  of 
such  non-complying  federated  cooper¬ 
atives; 

(ii)  The  cooperative  or  federation  has 
failed  to  make  reports  or  furnish  records 
pursuant  to  this  section  or  pursuant  to 
rules  and  regulations  issued  by  the  mar¬ 
ket  administrator;  or 

(iii)  In  the  case  of  the  cooperative,  it 
has  failed,  promptly  after  demand  by  the 
market  administrator,  to  arrange  for  the 
utilization  of  milk  under  its  control  so  as 
to  yield  the  highest  available  net  return 
to  all  producei-s  without  displacing  an 
equivalent  quantity  of  other  producer 
milk  in  the  preferr^  classification. 

(2/  An  order  of  the  market  adminis¬ 
trator  wholly  or  partly  disqualifying  a 
cooperative  or  federation  shall  not  be 
Issued  until  after  the  cooperative  or  fed¬ 
eration  has  had  opportunity  for  hearing 
thereon  following  not  less  than  15  days’ 
notice  to  it  specifying  the  rea.sons  for  the 
proposed  disqualification.  If  the  coop¬ 
erative  or  federation  fails  to  file  a  written 
request  for  hearing  with  the  market  ad¬ 
ministrator  within  such  period  of  15 
days,  the  market  administrator  may 
Issue  an  order  of  disqualification  without 
further  notice;  but  if  within  such  period 
a  request  for  hearing  is  filed,  the  market 
administrator  shall  promptly  proceed  to 
hold  such  hearing  pursuant  to  rules  and 
regulations  issued  by  him  under  para¬ 
graph  (i)  of  this  section, 

(3)  A  disqualification  order  Issued  by 
the  market  administrator  shall  set  forth 
the  findings  and  conclusions  on  the  basis 
of  which  it  is  issued. 

(h)  Appeals — (1)  From  denials  of 
application.  Any  cooperative  or  federa¬ 
tion  whose  application  for  qualifica¬ 
tion  has  been  denied  by  the  mark;t 
administrator  may,  within  30  days  after 
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notice  of  such  denial,  file  with  the  Sec¬ 
retary  a  written  petition  for  review.  But 
the  failure  to  file  such  petition  shall  not 
bar  the  cooperative  or  federation  from 
again  applying  to  the  market  adminis¬ 
trator  for  qualification. 

(2)  From  disqualification  orders.  A 
disqualification  order  by  the  market  ad¬ 
ministrator  shall  become  final  30  days 
after  its  service  on  the  cooperative  or 
federation  unless  within  such  30-day 
period  the  cooperative  or  federation 
files  a  written  petition  with  the  Secre¬ 
tary  for  review  thereof.  If  such  petition 
for  review  is  filed,  payments  for  which 
the  cooperative  or  federation  has  heen 
disqualified  by  the  order  shall  be  held 
in  reserve  by  the  market  administrator 
pending  ruling  of  the  Secretary,  after 
which  the  sums  so  held  in  reserve  shall 
either  be  returned  to  the  producer- 
settlement  fund  or  paid  over  to  the  co¬ 
operative  or  federation  depending  on  the 
Secretary’s  ruling  on  the  petition.  If 
such  petition  for  review  is  not  filed,  any 
payments  which  otherwise  would  be 
made  within  the  30-day  period  following 
issuance  of  the  disqualification  order 
shall  be  held  in  reserve  until  such  order 
becomes  final  and  shall  then  be  returned 
to  the  producer-settlement  fund. 

(3)  Record  on  appeal.  If  an  appeal  is 
taken  under  subparagraphs  (1)  or  (2) 
of  this  paragraph,  the  market  adminis¬ 
trator  shall  promptly  certify  to  the  Sec¬ 
retary  the  ruling  or  order  appealed  from 
and  the  evidence  upon  which  it  was 
issued:  Provided.  That  if  a  hearing  was 
held  the  complete  record  thereof,  in¬ 
cluding  the  applications,  petitions,  and 
all  exhibits  or  other  documentary  mate¬ 
rial  submitted  in  evidence  shall  be  the 
record  so  certified.  Such  certified  mate¬ 
rial  shall  constitute  the  sole  record  upon 
which  the  appeal  shall  be  decided  by  the 
Secretary. 

(i)  Regulations.  The  market  admin¬ 
istrator  is  authorized  to  issue  regulations 
and  amendments  thereto  to  effectuate 
the  provisions  of  this  section  and  to 
facilitate  and  implement  the  adminis¬ 
tration  of  its  provisions.  Such  regula¬ 
tions  shall  be  issued  in  accordance  with 
the  following  procedure: 

(1)  All  proposed  rules  and  regulations 
and  amendments  thereto  shall  be  the 
subject  of  a  meeting  called  by  the  mar¬ 
ket  administrator,  at  which  all  interested 
persons  shall  have  opportunity  to  be 
heard.  Not  less  than  five  days  prior  to 
the  meeting,  notice  thereof  and  of  the 
proposed  regulations  or  amendments 
shall  be  published  in  the  Federal  Regis¬ 
ter  and  mailed  to  qualified  cooperatives 
and  federations.  A  stenographic  rec¬ 
ord  shall  be  made  at  such  meetings  w’hich 
shall  be  public  information  and  be  avail¬ 
able  for  inspection  at  the  office  of  the 
market  administrator. 

(2)  A  period  of  at  least  five  days  after 
the  meeting  .shall  be  allowed  for  the 
filing  of  briefs. 

(3)  All  regulations  and  amendments 
thereto  issued  by  the  market  adminis¬ 
trator  pursuant  to  this  section  must  be 
submitted  in  tentative  form  to  the  Sec¬ 
retary  for  approval,  shall  not  be  effec¬ 
tive  without  such  approval,  and  shall  be 
published  in  the  Federal  Register  fol¬ 


lowing  such  approval.  The  regulations 
or  amendments  in  tentative  form  shall 
be  forwarded  also  to  cooperatives  and 
federations  qualified  under  this  section 
and  to  other  persons  upon  request  in 
writing.  The  Secretary  shall  either  ap¬ 
prove  the  regulations  or  amendments 
thereto  submitted  by  the  market  admin¬ 
istrator  or  direct  the  market  adminis¬ 
trator  to  reconsider  the  tentative  rules 
or  amendments.  In  the  event  the  market 
administrator  is  directed  to  give  recon¬ 
sideration  to  the  matter,  the  market  ad¬ 
ministrator  shall  either  issue  revised 
tentative  regulations  or  amendments  or 
call  another  meeting  pursuant  to  this 
section  for  additional  consideration  of 
the  rules  or  amendments. 

(j)  Reports  and  records.  A  qualified 
cooperative  or  federation  and  any  fed¬ 
erated  cooperative  in  a  qualified  federa¬ 
tion  shall  make  such  reports  to  the 
market  administrator  as  may  be  re¬ 
quested  by  him  for  the  administration 
of  the  provisions  of  this  section,  and 
shall  maintain  and  make  available  to 
the  market  administrator  or  his  repre¬ 
sentative  such  records  as  wall  enable  the 
market  administrator  to  verify  such 
reports. 

(k)  Notices,  demands,  orders,  etc.  All 
notices,  demands,  orders  or  other  papers 
required  by  this  section  to  be  given  to 
or  served  upon  a  cooperative  or  federa¬ 
tion  shall  be  deemed  to  have  been  given 
or  served  as  of  the  time  when  mailed  to 
the  last  known  secretary  of  the  co¬ 
operative  or  federation  at  his  last  known 
address, 

(l)  Adjustment  period.  Any  coopera¬ 
tive  which  w  as  qualified,  on  the  effective 
date  of  this  section,  to  receive  payments 
pursuant  to  the  provisions  of  this  section 
as  effective  December  31,  1952  (referred 
to  in  this  paragraph  as  the  “foxmer 
provisions”),  shall  continue  to  receive 
payments  pursuant  to  and  subject  to  the 
conditions  specified  in  such  former  pro¬ 
visions  on  milk  received  from  producers 
during  the  90-day  period  immediately 
following  the  effective  date  of  this  sec¬ 
tion;  and  if  such  cooperative  has  ap¬ 
plied,  or  is  a  federated  cooperative  of  a 
federation  which  has  applied,  for  quali¬ 
fication  pursuant  to  this  section  prior 
to  the  expiration  of  such  90-day  period, 
it  shall  continue  to  receive  payments 
pursuant  to  the  former  provisions  be¬ 
yond  such  90-day  period  until  such  time 
as  the  market  administrator  has  ruled 
upon  such  application:  Provided.  That  a 
cooperative  or  a  federation  may  be  quali¬ 
fied  to  receive  payments  pursuant  to  this 
section  within  such  90-day  period:  And 
provided  further.  That  in  no  event  shall 
a  cooperative,  or  a  federated  cooperative 
in  a  federation,  receive  payment  under 
the  former  provisions  for  any  period  fol¬ 
lowing  the  effective  date  of  qualification 
of  the  cooperative  or  federation  under 
this  section.  For  the  puiposes  and  to 
the  extent  specified  in  this  paragraph, 
the  provisions  of  this  section  as  effective 
December  31,  1952,  shall  remain  in  force 
and  effect  after  the  effective  date  of  this 
section. 

IF.  R.  Doc.  53-8667:  Filed.  Oct.  9.  1953; 
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[  7  CFR  Part  965  1 

[Docket  No.  AO-166-A18J 

Handling  of  Milk  in  Cincinnati,  Ohio, 
Marketing  Area 

NOTICE  OF  HEARING  ON  PROPOSED  AMEND¬ 
MENTS  TO  TENTATIVE  MARKETING  AGREE¬ 
MENT  AND  TO  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.) , 
and  the  applicable  rules  of  practices  and 
procedure,  as  amended,  governing  pro¬ 
ceedings  to  formulate  marketing  agree¬ 
ments  and  marketing  orders  (7  cm  Part 
900),  notice  is  hereby  given  of  a  public 
hearing  to  be  conducted  at  the  Sinton 
Hotel,  Fourth  and  yine  Streets,  Cincin¬ 
nati,  Ohio,  beginning  at  10:00  a.  m., 
e.  s.  t.,  on  October  16,  1953,  for  the  pur¬ 
pose  of  receiving  evidence  with  respect  to 
proposed  amendments  set  forth  below, 
or  appropriate  modifications  thereof,  to 
the  tentative  marketing  agreement  and 
to  the  order,  as  amended,  regulating  the 
handling  of  milk  in  the  Cincinnati,  Ohio, 
marketing  area  (7  CFR  Part  965)  and 
w'ith  respect  to  the  emergency  or  other 
economic  conditions  which  relate 
thereto.  These  proposed  amendments 
were  submitted  by  the  K.  I.  O.  Milk  Pro¬ 
ducers  Association,  the  Milk  Producers 
Union,  the  CJincinnati  Sales  Association, 
and  the  Cooperative  Pure  Milk  Associa¬ 
tion,  and  have  not  been  approved  by  the 
Secretary  of  Agriculture. 

1.  Amend  §  965.51  to  provide  an  emer¬ 
gency  price  increase  of  45  cents  per 
hundredweight  for  Class  I  and  Class  II 
for  the  month  of  November  1953  and 
subsequent  winter  months,  unless  the 
supply-demand  factor  reaches  or  ex¬ 
ceeds  45  cents  per  hundredweight  on 
Class  I  and  II  as  an  emergency  measure. 

2.  Amend  §  965.51  (a)  (3)  by  deleting 
the  following:  ‘‘the  month  of  July  shall 
not  be  more  than  such  adjusted  differ¬ 
ential  for  the  immediately  preceding 
month  of  June  and  for  each  of  the 
months  of  August  and  September  the 
Class  I  differential  adjusted  pursuant 
to  this  subparagraph  shall  not  be  more 
than  such  adjusted  differential  for  the 
immediately  preceding  month  of  June 
plus  30  cents;’* 

Substitute  therefor  the  following:  “the 
months  of  May,  June,  and  July  shall  not 
be  more  than  such  adjusted  differential 
for  the  immediately  preceding  month  of 
April;” 

Copies  of  this  notice  of  hearing  and 
of  the  aforesaid  tentative  marketing 
agreement  and  order  may  be  procured 
from  the  market  administrator,  132 
East  Fourth  Street,  P.  O.  Box  11D5,  Cin¬ 
cinnati  1,  Ohio,  or  from  the  Hearing 
Clerk,  Room  1353,  South  Building. 
United  States  Department  of  Agricul¬ 
ture,  Washington  25,  D.  C.,  or  may  be 
there  inspected. 

Dated:  October  8,  1953,  at  Washing¬ 
ton,  D.  C. 

[SEAL]  Roy  W.  Lennartson. 

Assistant  Administrator. 
(F.  R.  Doc.  53  8693;  Filed,  Oct.  9,  1933; 

8:54  a.  tn.] 
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Saturday,  October  10,  1953 

DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
I  26  CFR  Part  406  1 

COLLECTION  OF  INCOME  TAX  AT  SOURCE  ON 
W.'GES  Under  Subchapter  D  of  Chap¬ 
ter  9  OF  THE  Internal  Revenue  Code 

NOTICE  OF  PROPOSED  RULE  MAKING 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11.  1946.  tliat  the  regulations  set 
forth  in  tentative  form  are  proposed  to 
be  prescribed  by  the  Commissioner  of 
Internal  Revenue,  with  the  approval  of 
the  Secretary  of  the  Treasury.  Prior  to 
the  final  adoption  of  such  regulations, 
consideration  will  be  given  to  any  data, 
views,  or  arguments  pertaining  thereto 
which  are  submitted  in  writing  in  dupli¬ 
cate  to  the  Commissioner  of  Internal 
Revenue.  Washington  25,  D.  C.,  within 
the  period  of  30  days  from  the  date  of 
publication  of  this  notice  in  the  Federal 
Register.  The  proposed  regulations  are 
to  be  issued  under  the  authority  con¬ 
tained  in  section  1429  <53  Stat.  178;  26 
U.  S.  C.  1429),  .section  1627  <57  Stat.  138; 
26  U.  S.  C.  1627),  and  section  3791  <53 
Stat.  467;  26  U.  S.  C.  3791)  of  the  In¬ 
ternal  Revenue  Code  and  other  provi¬ 
sions  of  the  internal  revenue  law's. 

[sealI  T.  Coleman  Andrews, 

Commissioner  of  Internal  Revenue. 
Subchapter  C — Employment  Taxes 
(Regulations  120 1 

Part  406 — Collection  of  Income  Tax  at 
Source  on  Wages;  Applicable  on  and 
After  January  1,  1954 

SUBPART  A — INTRODUCTORY  PROVISIONS 

Sec. 

406  100  statutory  provisions;  citation. 

40C  101  Introduction. 

406.102  Scope  of  regulations. 

SUBPART  B — DEFINITIONS 

406  200  Statutory  provisions;  definitions;  in 
general. 

406.201  Generi  1  definitions  and  use  of 
terms. 

406  202  Statutory  provisions;  definitions; 

employee. 

406  203  Employee. 

406  204  Statutory  provisions;  definitions; 

employer. 

406  205  Employer. 

406.206  Statutory  provisions;  definitions; 
wages. 

406207  Wages. 

406  208  Ebcclusions  from  wages. 

406  209  Statutory  provisions;  income  tax 
collected  at  source;  Included  and 
excluded  wages. 

406.210  Included  and  excluded  wages. 

406.211  Statutory  provisions;  definitions; 

wages;  public  official. 

406.212  Pees  paid  a  public  official. 

406.213  Statutory  provisions;  definitions; 

wages;  members  of  the  Armed 
Forces. 

406.214  Remuneration  of  members  of  the 

Armed  Forces  of  the  United  States 
for  active  service  in  combat  zone 
or  while  hospitalized  as  a  result 
of  such  service. 

406.215  Statutory  provisions;  definitions; 

wages;  agricultural  labor. 


Sec. 

406.216  Remuneration  for  agricultural  labor. 

406.217  Statutory  provisions;  definitions; 

wages;  domestic  service. 

406.218  Remuneration  for  domestic  service. 

406.219  Statutory  provisions;  definitions; 

wages;  service  not  in  the  course 
of  employer’s  trade  or  business. 

406.220  Remuneration  for  service  not  in 

the  course  of  employer’s  trade  or 
business. 

406.221  Statutory  provisions;  definitions; 

wages;  foreign  government  or  in¬ 
ternational  organization. 

406.222  Remuneration  for  services  for  for¬ 

eign  government  or  international 
organization. 

406.223  Statutory  provisions;  definitions; 

wages;  nonresident  aliens. 

406.224  Remuneration  for  services  of  non¬ 

resident  alien  individuals. 

406.225  Statutory  provisions;  definitions; 

wages;  citizens  outside  the  United 
States. 

406.226  Remuneration  for  services  of  cit¬ 

izens  outside  the  United  States. 

406.227  Statutory  provisions;  definitions; 

wages;  minister  of  a  church. 

406.228  Remuneration  for  services  per¬ 

formed  by  a  minister  of  a  church 
or  by  a  member  of  a  religious 
order. 

406.229  Statutory  provisions;  definitions; 

wages;  delivery  or  distribution  of 
newspapers. 

406. 2C0  Remuneration  for  delivery  and  dis¬ 
tribution  of  new-spapers,  shopping 
news,  and  magazines. 

406.231  Statutory  provisions;  definitions; 

wages;  certain  tai: -exempt  trusts 
and  annuity  plans. 

406.232  Payments  from  or  to  certain  tax- 

exempt  trusts  or  under  or  to  cer¬ 
tain  annuity  plans. 

SUBPART  C—  DETERMINATION  OF  TAX 

406.300  Statutory  provisions;  determination 

of  tax. 

406.301  Payroll  period. 

406.302  Requirement  of  withholding. 

406.303  Percentage  method  withholding. 

406.304  Wage  bracket  withholding. 

406  305  Statutory  provisions;  income  tax 
collected  at  source;  supplemental 
wage  payments. 

406  306  Supplemental  wage  payments. 

406.307  Statutory  provisions;  income  tax 

collected  at  source;  payroll  period 
of  more  than  one  year. 

406.308  Wages  paid  for  payroll  period  of 

more  than  one  year. 

406.309  Statutory  provisions;  income  tax 

collected  at  source;  wages  paid  on 
behalf  of  two  or  more  employers. 

406.310  Wages  paid  on  behalf  of  two  or  more 

employers. 

406.311  Statutory  provisions;  Income  tax 

collected  at  source;  average 
wages. 

406.312  Withholding  on  basis  of  average 

wages. 

406.313  Statutory  provisions;  income  tax 

collected  at  source;  additional 
withholding. 

406.314  Additional  withholding. 

406.315  Statutory  provisions;  income  tax 

collected  at  source;  withholding 
exemptions. 

406.316  Withholding  exemptions. 

406.317  Statutory  provisions;  definitions; 

number  of  withholding  exemp¬ 
tions  claimed. 

406.318  Number  of  withholding  exemptions 

claimed. 

406.319  Withholding  exemption  certificates. 

406.320  When  withholding  exemption  cer¬ 

tificates  effective. 


SUBPART  D - LIABILITY  FOR  TAX 

Sec. 

406.400  Statutory  provisions;  liability  for 

tax. 

406.401  Liability  for  tax. 

406.402  Statutory  provisions;  nondeductl- 

bility  of  tax  in  computing  net  in¬ 
come. 

406.403  Nondeductlblllty  of  tax. 

SUBPART  E - RECEIPTS 

406.500  Statutory  provisions;  receipts  for 

employees. 

406.501  Receipts  for  employees. 

SUBPART  r - RETURNS,  PAYMENT  OF  TAX, 

AND  RECORDS 

406.600  Statutory  provisions;  returns;  pay¬ 

ment  of  tax;  and  record'^. 

406.601  Returns. 

406.602  Final  returns. 

406.603  Execution  of  returns. 

406.604  Use  of  prescribed  forms. 

406.605  Place  and  time  for  filing  returns. 

406.606  Payment  of  tax. 

406.607  Records. 

SUBPART  G— ADJUSTMENTS.  REFUNDS.  CREPlrS, 
AND  ABATEMENTS 

406.700  Statutory  provisions;  adjustments. 

406.701  Quarterly  adjustments. 

406.702  Statutory  provisions;  refunds;  cred¬ 

its;  and  abatements. 

406.703  Refund  or  credit  of  overpayments 

which  are  not  adjustable;  abate¬ 
ment  of  overassessments. 

406.704  Statutory  provisions;  credit  for  tax 

withheld. 

406.705  Credit  for  tax  withheld;  credit  or 

refund  of  overpayment  of  tax 
withheld. 

406  706  Statutory  provisions;  period  of  limi¬ 
tation  upon  refunds  and  credits, 
406.707  Period  of  limitation  upon  refunds 
and  credits. 

SUBPART  H — MISCELLANEOUS  PROVISIONS 
406.800  Statutory  provisions;  Jeopardy  as¬ 
sessment. 

406  801  Jeopardy  assessments. 

406.802  Statutory  provisions;  period  of  limi¬ 
tation  upon  assessment  and  col¬ 
lection. 

406  803  Period  of  limitation  upon  assess¬ 
ment  and  collection. 

406  804  Statutory  provisions;  collection  of 
tax  in  Puerto  Rico. 

406  805  Collection  of  tax  in  Puerto  Rico. 

406.806  Statutory  provisions;  acts  to  be 

performed  by  agents. 

406.807  Acts  to  be  performed  by  agents. 

406  808  Statutory  provisions;  additions  to 

tax  for  failure  to  pay  an  assess¬ 
ment  after  notice  and  demand. 

406.809  Interest. 

406.810  Addition  to  tax  for  failure  to  pay 

an  assessment  after  notice  and 
demand. 

406  811  Statutory  provisions;  additions  to 
tax  for  delinquent  or  fal.se  returns. 

406.812  Additions  to  tax  for  delinquent  or 

false  returns. 

406.813  Statutory  provisions;  penalties. 

406.814  Promulgation  of  regulations. 

Authority;  5 §  406.101  to  406  814  issued 
under  sec.  1429,  53  Stat.  178,  sec.  3791,  53 
Stat.  467;  26  U.  S.  C.  1429,  3791.  Interpret  or 
apply  sec.  1627,  57  Stat.  138;  26  U.  S.  C.  1627. 

SUBPART  A — INTRODUCTORY  PROVISIONS 

§  406.100  Statutory  provisions;  cita¬ 
tion. 

Sec.  2.  Citation.  (Pub.  1  (76th  Cong.).) 
This  act  (enacting  the  Internal  Revenue 
Code)  and  the  internal  revenue  title  incor¬ 
porated  herein  shall  be  known  as  the  In¬ 
ternal  Revenue  Code  and  may  be  cited  as 
1.  R.  C.". 
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§  406.101  Introduction.  These  regu¬ 
lations.  which  constitute  Part  406  of 
Title  26  of  the  Code  of  Federal  Regula¬ 
tions.  are  prescribed  under  subchapter 
D.  chapter  9.  Internal  Revenue  Code. 
The  applicable  provisions  of  subchapter 
D.  as  well  as  certain  applicable  provi¬ 
sions  of  other  internal  revenue  laws  of 
particular  importance,  will  be  found  in 
the  appropriate  places  in,  and  are  to  be 
read  in  connection  with,  the  regulations 
in  this  part.  References  to  sections  of 
law  are  references  to  the  Internal  Reve¬ 
nue  Code  unless  otherwise  expressly  in¬ 
dicated.  Inasmuch  as  these  regulations 
constitute  Part  406  of  Title  26  of  the 
Code  of  Federal  Regulations,  each  sec¬ 
tion  of  the  regulations  bears  a  number 
commencing  w'ith  406  and  a  decimal 
point. 

§  406.102  Scope  of  regulations,  (a) 
The  regulations  in  this  part  relate  to  the 
collection  of  income  tax  at  source  on 
wages  paid  on  or  after  January  1,  1954, 
regardless  of  when  such  w’ages  were 
earned. 

(b)  The  regulations  in  this  part,  with 
respect  to  the  subject  matter  within  the 
scope  thereof,  supersede  Regulations  116, 
approved  December  9,  1944  126  CPU, 
Part  4051,  as  amended,  relating  to  the 
collection  of  income  tax  at  source  on 
wages  under  subchapter  D.  chapter  9, 
Internal  Revenue  Code,  in  force  prior  to 
January  1,  1954. 

SUBPART  B — DEFINITIONS 

5  406.200  Statutory  provisions;  defi¬ 
nitions;  in  general. 

Sec.  3797.  Definitions. 

(а)  When  used  In  this  title  [Internal 

Revenue  Code]  •  •  • — 

(1)  Person.  Tlie  term  “person”  shall  be 
construed  to  mean  and  Include  an  Individual, 

I  a  trust,  estate,  partnership,  company,  or 
corporation. 

(2)  Partnership  and  partner.  The  term 
“partnership”  includes  a  syndicate,  group, 
pool.  Joint  venture,  or  other  unincorporated 
organization,  through  or  by  means  of  which 
any  business,  financial  operation,  or  venture 
is  carried  on,  and  which  is  not.  within  the 
meaning  of  this  title,  a  trust  or  estate  or  a 
corporation:  and  the  term  “partner”  includes 
a  member  in  such  a  syndicate,  group,  pool. 
Joint  venture,  or  organization.  A  person 
shall  be  recognized  as  a  partner  for  Income 
purposes  if  he  owns  a  capital  Interest  in  a 
partnership  in  which  capital  is  a  material 
income-producing  factor,  whether  or  not 
such  Interest  was  derived  by  purchase  or 
gift  from  any  other  person. 

(3)  Corporation.  Tlie  term  “corporation” 
includes  associations.  Joint-stock  companies, 
and  insurance  companies. 

(4)  Domestic.  The  term  “domestic”  when 
applied  to  a  corporation  or  a  partnership 
means  creatM  or  organized  in  the  United 
States  or  under  the  law  of  the  United  States 
or  of  any  State  or  Territory. 

(5)  Foreign.  The  term  “foreign”  when  ap¬ 
plied  to  a  corporation  or  partnership  means 
a  corporation  or  partnership  which  is  not 
domestic. 

(б)  Fiduciary.  The  term  “fiduciary” 
means  a  guardian,  trustee,  executor,  admin. 
Istrator,  receiver,  conservator,  or  any  person 

I  acting  lu  any  fiduciary  capacity  for  any 

I  person. 

•  •  •  •  • 

I  (9)  United  States.  The  term  “United 

I  States”  when  used  in  a  geographical  sense 

!  includes  only  the  States,  the  Territories  of 

Alaska  and  Hawaii,  and  the  District  of 
Columbia. 


(10)  State.  The  word  “State”  shall  be 
construed  to  include  the  Territories  and  the 
District  of  Columbia,  where  such  construc¬ 
tion  is  necessary  to  carry  out  provisions 
of  this  title. 

(11)  Secretary.  The  term  “Secretary” 
means  the  Secretary  of  the  Treasury. 

(12)  Commissioner.  The  term  “Commis¬ 
sioner”  means  ihe  Commissioner  of  Internal 
Revenue. 

•  •  •  •  • 

(14)  Taxpayer.  The  t*rm  “taxpayer” 
means  any  person  subject  to  a  tax  imposed 
by  this  title. 

*  «  •  •  • 

(18)  International  organization.  The 
term  “international  organization”  means  a 
public  international  organization  entitled  to 
enjoy  privileges,  exemptions,  and  immunities 
as  an  international  organization  under  the 
International  Organizations  Immunities  Act. 

•  *  •  *  • 

(Sec.  3797  (a),  as  amended  by  sec.  511, 
Revenue  Act  1942;  sec.  a  (i),  pub.  Law  291 
(79th  Cong.):  sec.  340  (a) ,  Revenue  Act  1951.1 

(b)  Includes  and  including.  The  terms 
“includes”  and  “including”  when  used  in  a 
definition  contained  in  this  title  shall  not 
be  deemed  to  exclude  other  things  otherwise 
within  the  meaning  of  the  term  defined. 

•  •  •  •  • 

§  406.201  General  definitions  and  use 
of  terms.  As  used  in  the  regulations  in 
this  part — 

(a)  The  terms  defined  in  the  provi¬ 
sions  of  law  contained  in  the  regulations 
in  this  part  shall  have  the  meanings  so 
assigned  to  them. 

(b)  “Internal  Revenue  Code”  means 
the  act  approved  February  10,  1939  (53 
Stat.,  Part  1),  entitled  “An  act  to  con¬ 
solidate  and  codify  the  internal  revenue 
laws  of  the  United  States,”  as  amended. 

(c)  “Regulations  116”  means  the  reg¬ 
ulations  approved  December  9,  1944  (26 
CFR,  Part  405),  as  amended,  relating 
to  the  collection  of  income  tax  at  source 
on  wages  under  subchapter  D,  chapter  9, 
Internal  Revenue  Code,  in  force  prior 
to  January  1,  1954. 

(d)  “Person”  includes  an  individual,  a 
corporation,  a  partnership,  a  trust  or 
estate,  a  joint-stock  company,  an  asso¬ 
ciation,  or  a  syndicate,  group,  pool,  joint 
venture  or  other  unincorporated  organ¬ 
ization  or  group,  through  or  by  means  of 
which  any  business,  financial  operation, 
or  venture  is  carried  on.  It  includes  a 
guardian,  committee,  trustee,  executor, 
administrator,  trustee  in  bankruptcy,  re¬ 
ceiver,  assignee  for  the  benefit  of  credi¬ 
tors,  conservator,  or  any  person  acting 
in  a  fiduciary  capacity. 

(e)  “District  director”  means  district 
director  of  internal  revenue. 

(f)  “Identification  number”  means 
the  identifying  number  of  an  employer 
assigned,  as  the  case  may  be,  under  the 
Federal  Insurance  Contributions  Act  or 
Title  vni  of  the  Social  Security  Act.  or 
by  the  district  director  in  accordance 
with  §  406.606  (b)  (3). 

(g)  “Calendar  quarter”  means  a  pe¬ 
riod  of  three  calendar  months  ending  on 
March  31,  June  30,  September  30,  or 
December  31. 

(h)  The  term  “Armed  Forces  of  the 
United  States”  includes  all  regular 
and  reserve  components  of  the  uniformed 
services  which  are  subject  to  the  juris¬ 
diction  of  the  Secretary  of  Defense,  the 
Secretary  of  the  Army,  the  Secretary  of 
the  Navy,  or  the  Secretary  of  the  Air 


Force.  The  term  also  includes  the  Coast 
Guard.  The  members  of  such  forces  in¬ 
clude  commissioned  officers  and  the  per¬ 
sonnel  below  the  grade  of  commissioned 
officer  in  such  forces. 

(i)  The  cross  references  in  the  regu¬ 
lations  in  this  part  to  other  portions  of 
the  regulations,  when  the  word  “see”  is 
used,  are  made  only  for  convenience  and 
shall  be  given  no  legal  effect. 

§  406.202  Statutory  provisions;  defini¬ 
tions;  employee. 

Sec.  1621.  Definitions. 

As  used  in  this  subchapter  [subchapter  D 
of  chapter  9J  — 

*  •  •  •  • 

(c)  Employee.  The  term  “employee”  in¬ 
cludes  an  officer,  employee,  or  elected  official 
of  the  United  States,  a  State,  Territory,  or 
any  political  subdivision  thereof,  or  the  Dis¬ 
trict  of  Columbia,  or  any  agency  or  instru¬ 
mentality  of  any  one  or  more  of  the  fore¬ 
going.  The  term  “employee”  also  includes 
an  officer  of  a  corporation. 

[Sec.  1621  (c),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943.) 

•  *  •  *  • 

§  406.203  Employee,  (a)  The  term 
“employee”  includes  every  individual 
performing  services  if  the  relationship 
between  him  and  the  person  for  whom 
he  performs  such  services  is  the  legal 
relationship  of  employer  and  employee. 
The  term  includes  officers  and  employees, 
whether  elected  or  appointed,  of  the 
United  States,  a  State,  Territory,  Puerto 
Rico,  or  any  political  subdivision  thereof, 
or  the  District  of  Columbia,  or  any 
agency  or  instrumentality  of  any  one  or 
more  of  the  foregoing. 

(b)  Generally  the  relationship  of  em¬ 
ployer  and  employee  exists  when  the 
person  for  whom  services  are  performed 
has  the  right  to  control  and  direct  the 
individual  who  performs  the  services, 
not  only  as  to  the  result  to  be  accom¬ 
plished  by  the  work  but  also  as  to  the 
details  and  means  by  which  that  result 
is  accomplished.  That  is,  an  employee 
is  subject  to  the  will  and  control  of  the 
employer  not  only  as  to  what  shall  be 
done  but  how  it  shall  be  done.  In  this 
connection,  it  is  not  necessary  that  the 
employer  actually  direct  or  control  the 
manner  in  which  the  services  are  per¬ 
formed  ;  it  is  sufficient  if  he  has  the  right 
to  do  so.  The  right  to  discharge  is  also 
an  important  factor  indicating  that  the 
person  possessing  that  right  is  an  em¬ 
ployer.  Other  factors  characteristic  of 
an  employer,  but  not  necessarily  present 
in  every  case,  are  the  furnishing  of  tools 
and  the  furnishing  of  a  place  to  work  to 
the  individual  who  performs  the  services. 
In  general,  if  an  individual  is  subject  to 
the  control  or  direction  of  another 
merely  as  to  the  result  to  be  accom¬ 
plished  by  the  work  and  not  as  to  the 
means  and  methods  for  accomplishing 
the  result,  he  is  not  an  employee. 

(c)  Generally,  physicians,  lawyers, 
dentists,  veterinarians,  contractors, 
subcontractors,  public  stenographers, 
auctioneers,  and  others  who  follow  an  in¬ 
dependent  trade,  business,  or  profes¬ 
sion,  in  which  they  offer  their  services 
to  the  public,  are  not  employees. 

(d)  Whether  the  relationship  of  em¬ 
ployer  and  employee  exists  will  in  doubt¬ 
ful  cases  be  determined  upon  an  exam- 
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ination  of  the  particular  facts  of  each 
case. 

(e)  If  the  relationship  of  employer 
and  employee  exists,  the  designation  or 
description  of  the  relationship  by  the 
parties  as  anything  other  than  that  of 
employer  and  employee  is  immaterial. 
Tims,  if  such  relationship  exists,  it  is  of 
no  consequence  that  the  employee  is 
designated  as  a  partner,  coadventurer, 
agent,  or  independent  contractor. 

<f)  Tlie  measurement,  method,  or  des¬ 
ignation  of  compensation  is  also  im¬ 
material,  if  the  relationship  of  employer 
and  employee  in  fact  exists. 

(g)  No  distinction  is  made  between 
classes  or  grades  df  employees.  Thus, 
superintendents,  managers,  and  other 
superior  employees  are  employees. 
Generally,  an  officer  of  a  corporation 
is  an  employee  of  the  corporation. 
However,  an  officer  of  a  corporation  who 
as  such  does  not  perform  any  services 
or  performs  only  minor  services  and 
who  neither  receives  nor  is  entitled  to 
receive,  directly  or  indirectly,  any  re¬ 
muneration  is  not  considered  to  be  an 
employee  of  the  corporation.  A  director 
of  a  corporation  in  his  capacity  as  such 
is  not  an  employee  of  the  corporation. 

(h)  Although  an  individual  may  be 
an  employee  under  this  section,  his  serv¬ 
ices  may  be  of  such  a  nature,  or  per¬ 
formed  under  such  circum.stances,  that 
the  remuneration  paid  for  such  services 
does  not  constitute  wages  within  the 
meaning  of  section  1621  (a). 

§  406.204  Statutory  provisions;  defi~ 
nitions;  employer. 

Sec.  1621.  Definitions. 

As  used  In  this  subchapter — 

•  •  •  •  • 

(d)  Employer.  The  term  “employer** 
means  the  person  lor  whom  an  Individual 
performs  or  performed  any  service,  of  what¬ 
ever  nature,  as  the  employee  of  such  person, 
except  that — 

(1)  If  the  person  for  whom  the  Individual 
performs  or  performed  the  services  does  not 
have  control  of  the  payment  of  the  wages 
for  such  services,  the  term  “employer”  (ex¬ 
cept  for  the  purposes  of  subsection  (a) ) 
means  the  person  having  control  of  the  pay¬ 
ment  of  such  wages;  and 

(2)  In  the  case  of  a  person  paying  wages 
on  behalf  of  a  nonresident  alien  individual, 
foreign  partnership,  or  foreign  corporation, 
not  engaged  in  trade  or  business  within  the 
United  Slates,  the  term  “employer”  (except 
for  the  purposes  of  subsection  (a) )  means 
such  person. 

I  Sec.  1621  (d),  as  added  by  sec.  2  (a).  Cur¬ 
rent  Tax  Payment  Act  1943.) 

•  •  *  «  • 

§  406.205  Employer,  (a)  The  term 
“employer”  means  any  person  for  whom 
an  individual  performs  or  performed  any 
service,  of  whatever  nature,  as  the  em¬ 
ployee  of  such  person. 

(b)  It  is  not  necessary  that  the  serv¬ 
ices  be  continuing  at  the  time  the  wages 
are  paid  in  order  that  the  status  of  em¬ 
ployer  exi.st.  Thus,  for  purposes  of 
withholding,  a  person  for  whom  an  in¬ 
dividual  has  performed  past  .services  for 
which  he  is  still  receiving  wages  from 
such  person  is  an  “employer.” 

ic)  If  the  person  for  whom  the  .serv¬ 
ices  are  or  were  performed  does  not  have 
legal  control  of  the  payment  of  the  wages 
for  such  services,  the  term  "employer** 


means  (except  for  the  purpose  of  the 
definition  of  “wages”)  the  person  having 
such  control.  For  example,  where  wages, 
such  as  certain  types  of  pensions  or  re¬ 
tired  pay,  are  paid  by  a  trust  and  the 
person  for  whom  the  services  were  per¬ 
formed  has  no  legal  control  over  the 
payment  of  such  wages,  the  trust  is  the 
“employer.” 

(d)  The  term  “employer”  also  means 
(except  for  the  purpose  of  the  definition 
of  “wages”)  any  person  paying  wages  on 
behalf  of  a  nonresident  alien  individual, 
foreign  partnership,  or  foreign  corpora¬ 
tion,  not  engaged  in  trade  or  business 
within  the  United  States  (including 
Puerto  Rico  as  if  a  part  of  the  United 
States). 

(e)  It  is  a  basic  purpose  to  centralize 
in  the  employer  the  responsibility  for 
withholding,  returning,  and  paying  the 
tax  and  furnishing  the  .statements  re¬ 
quired  under  section  1633.  The  forego¬ 
ing  tw’o  special  definitions  of  the  term 
“employer”  are  designed  solely  to  meet 
unusual  situations.  They  are  not  in¬ 
tended  as  a  departure  from  the  basic 
purpose. 

( f )  An  employer  may  be  an  individual, 
a  corporation,  a  partnership,  a  trust,  an 
estate,  a  joint-stock  company,  an  asso¬ 
ciation,  or  a  syndicate,  group,  pool,  joint 
venture,  or  other  unincorporated  or¬ 
ganization,  group,  or  entity.  A  trust  or 
estate,  rather  than  the  fiduciary  acting 
for  or  on  behalf  of  the  trust  or  estate,  is 
generally  the  employer. 

(g)  The  term  “employer”  embraces 
not  only  individuals  and  organizations 
engaged  in  trade  or  business,  but  organi¬ 
zations  exempt  from  income  tax,  such 
as  religious  and  charitable  organizations, 
educational  institutions,  clubs,  social  or¬ 
ganizations  and  societies,  as  well  as  the 
governments  of  the  United  States,  the 
States,  Territories,  Puerto  Rico,  and  the 
District  of  Columbia,  including  their 
agencies,  instrumentalities,  and  political 
subdivisions. 

5  406.206  Statutory  provisions:  defi¬ 
nitions;  wages. 

Sec.  1621.  Definitions. 

As  used  In  this  subchapter — 

(a)  Wages.  The  term  “wages”  means  all 
remuneration  (other  than  lees  paid  to  a 
public  official)  for  services  performed  by  an 
employee  for  his  employer,  including  the 
cash  value  of  all  remuneration  paid  in  any 
medium  other  than  cash;  except  that  such 
term  shall  not  Include  remuneration  paid — 

( 1 )  For  active  service  as  a  member  of  the 
armed  forces  of  the  United  States  performed 
prior  to  January  1,  1955,  In  a  month  for  which 
such  member  is  entitled  to  the  benefits  of 
section  22  (b)  (13),’ or 

(2)  For  agricultural  labor  (as  defined  In 
section  1426  (h)).or 

(3)  For  domestic  service  In  a  private  home, 
local  college  club,  or  local  chapter  of  a  college 
fraternity  or  sorority,  or 

(4)  For  service  not  in  the  course  of  the 
employer's  trade  or  business  performed  in 
any  calendar  quarter  by  an  employee,  unless 
the  cash  remuneration  paid  for  such  service 
is  $50  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed 
by  such  employer  to  perform  such  service. 
For  the  purposes  of  this  paragraph,  an  In¬ 
dividual  shall  be  deemed  to  be  regularly 
employed  by  an  employer  during  a  calendar 
quarter  only  If  (A)  on  each  of  some  twenty- 
four  days  during  such  quarter  such  individ¬ 
ual  performs  for  such  employer  for  some 


portion  of  the  day  service  not  in  the  course 
of  the  employer’s  trade  or  business,  or  (B) 
such  individual  v/as  regularly  employed  (as 
determined  under  clause  (A)  )  by  such  em¬ 
ployer  in  the  performance  of  such  service 
during  the  preceding  calendar  quarter,  or 

(5)  For  services  by  a  citizen  or  resident  of 
the  United  States  for  a  foreign  government 
or  an  international  organization  or  for  the 
government  of  the  Commonwealth  of  the 
Philippines,  or 

(6)  For  services  performed  by  a  nonresi¬ 
dent  alien  individual,  other  than  (A)  a  resi¬ 
dent  of  a  contiguous  country  who  enters  and 
leaves  the  United  States  at  frequent  in¬ 
tervals,  or  (B)  a  resident  of  Puerto  Rico  if 
such  services  are  performed  as  an  employee 
of  the  United  States  or  any  agency  thereof, 
or 

(7)  For  such  services,  performed  by  a  non¬ 
resident  alien  individual  who  is  a  resident 
of  a  contiguous  country  and  who  enters 
and  leaves  the  United  States  at  frequent  in¬ 
tervals,  as  may  be  designated  by  regulations 
prescribed  by  the  Commissioner  with  the 
approval  of  the  Secretary,  or 

(8)  (A)  For  services  for  an  employer 
(other  than  the  United  States  or  any  agency 
thereof)  performed  In  a  foreign  country 
by  a  citizen  of  the  United  States,  if  at  the 
time  of  the  payment  of  such  remuneration 
the  employer  is  required  by  the  law  of  any 
foreign  country  to  withhold  Income  tax  upon 
such  remuneration,  or  it  is  reasonable  to 
believe  that  such  remuneration  will  be  ex¬ 
cluded  from  gross  Income  i-uder  the  pro¬ 
visions  of  section  116  (a)  (1)  or  (2).  or 

(B)  For  services  for  an  employer  (other 

than  the  United  States  or  any  agency 

thereof)  performed  by  a  citizen  of  the  United 
States  within  a  possession  of  the  United 
States  (other  than  Puerto  Rico),  if  it  is 
reasonable  to  believe  that  at  least  80  per 
centum  of  the  remuneration  to  be  paid  to 
the  employee  by  such  employer  during  the 
calendar  year  will  be  for  such  services,  or 

(C)  For  services  for  an  employer  (other 

than  the  United  States  or  any  agency 

thereof)  performed  by  a  citizen  of  the 
United  States  within  Puerto  Rico,  if  it  is 
reasonable  to  believe  that  during  the  entire 
calendar  year  the  employee  will  be  a  bona 
fide  resident  of  Puerto  Rico,  or 

(9)  For  services  performed  by  a  duly  or¬ 
dained.  commissioned,  or  licensed  minister 
of  a  church  in  the  exercise  of  bis  ministry 
or  by  a  member  of  a  religious  order  in  the 
exercise  of  duties  required  by  such  order,  or 

(10)  (A)  For  services  performed  by  an 
individual  under  the  age  of  eighteen  in  the 
delivery  or  distribution  of  newspapers  or 
shopping  news,  not  including  delivery  or  dis¬ 
tribution  to  any  point  for  subsequent  deliv¬ 
ery  or  distribution,  or 

(B)  For  services  performed  by  an  individ¬ 
ual  in,  and  at  the  time  of,  the  sale  of  news¬ 
papers  or  magazines  to  ultimate  con-sumers, 
under  an  arrangement  under  which  the 
newspapers  or  mag.azincs  are  to  be  sold  by 
him  at  a  fixed  price,  his  compensation  being 
based  on  the  retention  of  the  excess  of  such 
price  over  the  amount  at  which  the  news¬ 
papers  or  magazino^  are  charged  to  him, 
whether  or  not  he  is  guaranteed  a  minimum 
amount  of  compensation  for  such  service,  or 
is  entitled  to  be  credited  with  the  unsold 
newspapers  or  magazines  turned  back,  or 

(11)  For  services  not  in  the  course  of  the 
employer’s  trade  or  business,  to  the  extent 
paid  in  any  medium  other  than  cash,  or 

(12)  To,  or  on  behalf  of,  an  employee  or 
his  beneficiary  (A)  from  or  to  a  trust  exempt 
from  tax  under  section  165  (a)  at  the  time 
of  such  payment  unless  such  payment  is 
made  to  an  employee  of  the  trust  as  remun¬ 
eration  for  services  rendered  as  such  em¬ 
ployee  and  not  as  a  beneficiary  of  the  trust, 
or  (B)  under  or  to  an  annuity  plan  which,  at 
the  time  of  such  payment,  meets  the  r-*- 
qulrements  of  section  165  (a)  (3),  (4),  (5), 
and  (6). 
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(Sec.  1621  (a) ,  as  added  by  sec.  2  (a) ,  Cur¬ 
rent  Tax  Payment  Act  1943,  and  as  amended 
by  sec.  4  (e),  Pub.  Law  291  (79th  Cong.): 
sec.  10,  Pub.  Law  384  (  80th  Cong.);  sec.  209 
(c).  Social  Security  Act  Amendments  1950; 
secs.  202  (b),  221  (f)  (1).  and  (2).  Revenue 
Act  1950;  secs.  305  (c).  321  (b).  Revenue  Act 
1951;  sec.  2,  Pub.  Law  213  (83d  Cong.).] 

•  •  •  •  • 

5  406.207  Wages — (a)  In  general. 

(1)  The  term  “wages"  means  all  re¬ 
muneration  for  services  performed  by 
an  employee  for  his  employer  unless 
specifically  excepted  under  section  1621 

(a)  or  excepted  under  section  1622  (g). 
See  §§  406.206  to  406.232,  inclusive. 

(2 )  The  name  by  which  the  remunera¬ 
tion  for  services  is  designated  is  imma¬ 
terial.  Thus,  salaries,  fees,  bonuses, 
commissions  on  sales  or  on  insurance 
premiums,  pensions,  and  retired  pay  are 
wages  within  the  meaning  of  the  statute 
if  paid  as  compensation  for  services  per¬ 
formed  by  the  employee  for  his  employer. 

(3)  The  basis  upon  which  the  re¬ 
muneration  is  paid  is  immaterial  in  de¬ 
termining  whether  the  remuneration 
constitutes  wages.  Thus,  it  may  be  paid 
on  the  basis  of  piecework,  or  a  percentage 
of  profits;  and  may  be  paid  hourly,  daily, 
weekly,  monthly,  or  annually. 

(4)  Generally  the  medium  in  which 
the  remuneration  is  paid  is  also  imma¬ 
terial.  It  may  be  paid  in  cash  or  in 
something  other  than  cash,  as  for  ex¬ 
ample,  stocks,  bonds,  or  other  forms  of 
property.  If  services  are  paid  for  in  a 
medium  other  than  cash,  the  fair  market 
value  of  the  thing  taken  in  payment  is 
the  amount  to  be  included  as  wages  sub¬ 
ject  to  withholding.  If  the  services  were 
rendered  at  a  stipulated  price,  in  the  ab¬ 
sence  of  evidence  to  the  contrary,  such 
price  will  be  presumed  to  be  the  fair 
value  of  the  remuneration  received.  If 
a  corporation  transfers  to  its  employees 
its  own  stock  as  remuneration  for  serv¬ 
ices  rendered  by  the  employee,  the 
amount  of  such  remuneration  is  the 
fair  market  value  of  the  stock  at  the 
time  of  the  transfer. 

(5)  If  a  person  receives  as  remunera¬ 
tion  for  services  rendered  a  salary  and 
in  addition  thereto  living  quarters  or 
meals,  the  value  to  such  person  of  the 
quarters  and  meals  so  furnished  shall 
be  added  to  the  remuneration  otherwise 
paid  for  the  purpose  of  determining  the 
amount  of  wages  subject  to  withholding. 
If,  however,  living  quarters  or  meals  are 
furnished  to  an  employee  for  the  con¬ 
venience  of  the  employer,  the  value 
thereof  need  not  be  included  as  wages 
subject  to  withholding. 

(6)  Ordinarily,  facilities  or  privileges 
(such  as  entertainment,  medical  services, 
or  so-called  “courtesy”  discounts  on  pur¬ 
chases),  furnished  or  offered  by  an  em¬ 
ployer  to  his  employees  generally,  are  not 
considered  as  wages  subject  to  withhold¬ 
ing  if  such  facilities  or  privileges  are  of 
relatively  small  value  and  are  offered  or 
furnished  by  the  employer  merely  as  a 
means  of  promoting  the  health,  good 
w’ill,  contentment,  or  eflaciency  of  his 
employees. 

(7)  Where  wages  are  paid  in  property 
other  than  cash,  the  employer  should 
make  necessary  arrangements  to  insure 
that  the  amount  of  the  tax  required  to  be 


withheld  is  available  for  payment  to  the 
district  director, 

(8)  Tips  or  gratuities  paid  directly  to 
an  employee  by  a  customer  of  an  em¬ 
ployer,  and  not  accounted  for  by  the 
employee  to  the  employer,  are  not  sub¬ 
ject  to  withholding. 

(9)  Remuneration  for  services,  unless 
such  remuneration  is  specifically  ex¬ 
cepted  by  the  statute,  constitutes  wages 
even  though  at  the  time  paid  the  rela¬ 
tionship  of  employer  and  employee  no 
longer  exists  between  the  person  in 
whose  employ  the  services  were  per¬ 
formed  and  the  individual  who  per¬ 
formed  them. 

Example.  A  Is  employed  by  R  during  the 
month  of  January  1954  and  Is  entitled  to 
receive  remuneration  of  $100  for  the  services 
performed  for  R.  the  employer,  during  the 
month.  A  leaves  the  employ  of  R  at  the 
close  of  business  on  January  31.  1954.  On 
February  15.  1954  (when  A  Is  no  longer  an 
employee  of  R).  R  pays  A  the  remuneration 
of  $100  which  was  earned  for  the  services  per¬ 
formed  In  January.  The  $100  Is  wages 
within  the  meaning  of  the  statute. 

(b)  Pensions  and  retirement  pay.  (1) 
In  general,  pensions  and  retired  pay  are 
wages  subject  to  withholding,  How'ever, 
no  withholding  is  required  with  respect 
to  amounts  paid  to  an  employee  upon 
retirement  which  are  taxable  as  an¬ 
nuities  under  the  provisions  of  section  22 
(b)  (2).  So-called  pensions  awarded  by 
one  to  whom  no  services  have  been  ren¬ 
dered  are  mere  gifts  or  gratuities  and  do 
not  constitute  wages.  Those  payments 
of  pensions  or  other  benefits  by  the  Fed¬ 
eral  Government  under  Title  38  of  the 
United  States  Code  which  are  excluded 
from  gross  income  are  not  wages  subject 
to  withholding. 

(2)  Retirement  pay  for  service  in  the 
Armed  Forces  of  the  United  States  is 
subject  to  withholding  unless  such  pay 
is  excluded  from  gross  income  under  sec¬ 
tion  22  (b)  (5).  Where  such  retirement 
pay  (not  excluded  from  gross  income 
under  section  22  (b)  (5))  is  paid  to  a 
nonresident  alien  individual,  withhold¬ 
ing  is  required  only  in  the  case  of  such 
amounts  paid  to  a  nonresident  alien 
individual  who  is  a  resident  of  Puerto 
Rico. 

(c)  Traveling  and  other  expenses. 
Amounts  paid  specifically — either  as  ad¬ 
vances  or  reimbursements — for  travel¬ 
ing  or  other  bona  fide  ordinary  and  nec¬ 
essary  expenses  incurred  or  reasonably 
expected  to  be  incurred  in  the  business  of 
the  employer  are  not  wages  and  are  not 
subject  to  withholding.  Traveling  and 
other  reimbursed  expenses  mus^be  iden¬ 
tified  either  by  making  a  separate  pay¬ 
ment  or  by  specifically  indicating  the 
separate  amounts  where  both  wages  and 
expense  allowances  are  combined  in  a 
single  payment. 

(d)  Vacation  allowances.  Amounts 
of  so-called  “vacation  allowances”  paid 
to  an  employee  constitute  wages.  Thus, 
the  salary  of  an  employee  on  vacation, 
paid  notwithstanding  his  absence  from 
work,  constitutes  wages, 

(e)  Dismissal  payments.  Any  pay¬ 
ments  made  by  an  employer  to  an  em¬ 
ployee  on  account  of  dismissal,  that  is, 
involuntary  separation  from  the  service 
of  the  employer,  constitute  wages  re¬ 
gardless  of  whether  the  employer  is 


legally  bound  by  contract,  statute,  or 
otherwise  to  make  such  payments. 

(f)  Deductions  by  employer  from 
wages  of  employee.  The  amount  of  any 
tax  which  is  required  by  law  to  be  de¬ 
ducted  by  the  employer  from  the  wages 
of  an  employee  is  considered  to  be  a 
part  of  the  employee’s  wages  and  is 
deemed  to  be  paid  to  the  employee  as 
wages  at  the  time  the  deduction  is  made. 
Other  amounts  deducted  from  the  wages 
of  an  employee  by  an  employer  also  con¬ 
stitute  wages  paid  to  the  employee  at 
the  time  of  the  deduction.  It  is  imma¬ 
terial  that  the  Internal  Revenue  Code,  or 
any  Act  of  Congress,  or  the  law  of  any 
State  or  of  Puerto  Rico,  requires  or  per¬ 
mits  such  deductions  and  the  payment 
of  the  amounts  thereof  to  the  United 
States,  a  State,  a  Territory,  Puerto  Rico, 
or  the  District  of  Columbia,  or  any  po¬ 
litical  subdivision  of  any  one  or  more 
of  the  foregoing. 

(g)  Payment  by  an  employer  of  em¬ 
ployee’s  tax,  or  employee’s  contributions 
under  a  State  law.  The  term  “wages” 
includes  the  amount  paid  by  an  em¬ 
ployer  on  behalf  of  an  employee  (with¬ 
out  deduction  from  the  remuneration  of, 
or  other  reimbursements  from,  the  em¬ 
ployee)  on  account  of  any  payment  re¬ 
quired  from  an  employee  under  a  State 
unemployment  compensation  law,  or  on 
account  of  any  tax  imposed  upon  the 
employee  by  any  taxing  authority,  in¬ 
cluding  the  taxes  imposed  by  sections 
1400  and  1500. 

(h)  Remuneration  for  services  as  em¬ 
ployee  of  nonresident  alien  individual  or 
foreign  entity.  The  term  “wages”  in¬ 
cludes  remuneration  for  services  per¬ 
formed  by  a  citizen  or  resident  of  the 
United  States  as  an  employee  of  a  non¬ 
resident  alien  individual,  foreign  part¬ 
nership,  or  foreign  corporation  whether 
or  not  such  alien  individual  or  foreign 
entity  is  engaged  in  trade  or  business 
within  the  United  States.  Any  pierson 
paying  wages  on  behalf  of  a  nonresident 
alien  individual,  foreign  partnership,  or 
foreign  corporation,  not  engaged  in  trade 
or  business  within  the  United  States 
(including  Puerto  Rico  as  if  a  part  of 
the  United  States),  is  subject  to  all  the 
provisions  of  law  and  regulations  ap¬ 
plicable  with  respect  to  an  employer. 
See  §  406.205.  See  §  406.226  (c)  for  the 
treatment  of  wages  paid  for  services 
performed  by  a  citizen  of  the  United 
States  in  Puerto  Rico. 

§  406.208  Exclusions  from  wages. 
(a)  Remuneration  for  services  per¬ 
formed  by  an  employee  for  his  employer 
does  not  constitute  wages  for  purpo.ses 
of  withholding  if  it  is  specifically  ex¬ 
cepted  from  wages  under  any  of  the 
numbered  paragraphs  of  section  1621 
(a) .  Remuneration  so  excepted  does  not 
constitute  wages  for  purposes  of  with¬ 
holding  even  though  it  is  for  services 
performed  within  the  United  States  or 
for  services  performed  outside  the 
United  States  by  a  citizen  of  the  United 
States  for  an  American  employer. 

(b)  The  exception  attaches  to  the 
remuneration  for  services  performed  by 
an  employee  and  not  to  the  employee 
as  an  individual;  that  is,  the  exception 
applies  only  to  the  remuneration  in  an 
excepted  category. 
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Example.  A  Is  an  individual  who  is  em¬ 
ployed  part  time  by  B  to  perform  domestic 
service  in  his  home  (see  §  406.218).  A  Is 
also  employed  by  C  part  time  to  perform 
services  as  a  clerk  in  a  department  store 
owned  by  him.  While  no  withholding  is 
required  with  respect  to  A’s  remuneration 
for  services  performed  in  the  employ  of  B 
(the  remuneration  being  excluded  from 
wiiges),  the  exception  does  not  embrace  the 
remuneration  for  services  performed  by  A 
in  the  employ  of  C  and  withholding  is 
required  with  respect  to  the  wages  for  such 
services. 

(o)  For  provisions  relating  to  the  cir¬ 
cumstances  under  which  remuneration 
which  is  excepted  is  nevertheless  deemed 
to  be  wages,  and  relating  to  the  cir¬ 
cumstances  under  which  remuneration 
which  is  not  excepted  is  nevertheless 
deemed  not  to  be  wages,  see  §  406.210. 

§  406.209  Statutory  provisio7is:  in¬ 
come  tax  collected  at  source;  included 
and  excluded  uxiges. 

SBC.  1622.  Income  tax  collected  at  source. 

«  •  •  *  A  * 

(g)  Included  and  excluded  wages.  If  the 
remuneration  paid  by  an  employer  to  an  em¬ 
ployee  for  services  performed  during  one-half 
or  more  of  any  payroll  period  of  not  more 
than  thirty-one  consecutive  days  constitutes 
wages,  all  the  remuneration  paid  by  such  em¬ 
ployer  to  such  employee  for  such  period  shall 
be  deemed  to  be  wages;  but  if  the  remunera¬ 
tion  paid  by  an  employer  to  an  employee  for 
services  performed  during  more  than  one- 
half  of  any  such  payroll  period  does  not  con¬ 
stitute  wages,  then  none  of  the  remuneration 
paid  by  such  employer  to  such  employee  for 
such  period  shall  be  deemed  to  be  wages. 

|Sec.  1622  (g),  as  added  by  sec.  2  (a).  Cur¬ 
rent  Tax  payment  Act  1943.) 

•  •  *  •  • 

§  406.210  Included  and  excluded 
wages,  (a)  If  a  portion  of  the  re¬ 
muneration  paid  by  an  employer  to  his 
employee  for  services  performed  during 
a  payroll  period  constitutes  wages,  and 
the  remainder  does  not  constitute  wages, 
all  the  remuneration  paid  the  employee 
for  services  performed  during  such  period 
shall  for  purposes  of  withholding  be 
treated  alike,  that  is,  either  all  included 
as  wages  or  all  excluded.  The  time  dur¬ 
ing  which  the  employee  performs  serv¬ 
ices,  the  remuneration  for  which  under 
section  1621  (a)  constitutes  wages,  and 
the  time  during  which  he  performs  serv¬ 
ices.  the  remuneration  for  which  under 
such  section  does  not  constitute  w’ages, 
determine  whether  all  the  remuneration 
for  services  performed  during  the  payroll 
period  shall  be  deemed  to  be  included  or 
excluded. 

<b)  If  one-half  or  more  of  the  em¬ 
ployee’s  time  in  the  employ  of  a  particu¬ 
lar  person  in  a  payroll  period  is  spent 
in  performing  services  the  remuneration 
for  which  constitutes  w'ages,  then  all  the 
remuneration  paid  the  employee  for  .serv¬ 
ices  performed  in  that  payroll  period 
shall  be  deemed  to  be  wages. 

<c)  If  less  than  one-half  of  the  em¬ 
ployee’s  time  in  the  employ  of  a  particu¬ 
lar  person  in  a  payroll  period  is  spent  in 
performing  services  the  remuneration 
for  w'hich  constitutes  wages,  then  none 
of  the  remuneration  paid  the  employee 
for  services  performed  in  that  payroll 
period  shall  be  deemed  to  be  wages. 

Example  (I).  Employee  A  Is  employed  by 
B  who  operates  a  farm  and  a  store.  The 


remuneration  paid  A  for  services  on  the  farm 
Is  excepted  as  remuneration  for  agricultural 
labor,  and  the  remuneration  for  services  per¬ 
formed  in  the  store  constitutes  wages.  Em¬ 
ployee  A  is  paid  on  a  monthly  basis.  During 
a  particular  month,  A  works  120  hours  on 
the  farm  and  80  hours  in  the  store.  None 
of  the  remuneration  paid  A  for  services  per¬ 
formed  during  the  month  is  deemed  to  be 
wages,  since  the  remuneration  paid  for  less 
than  one-half  of  the  services  performed  dur¬ 
ing  the  month  constitutes  wages. 

During  another  month  A  works  75  hours 
on  the  farm  and  120  hours  in  the  store.  All 
of  the  remuneration  paid  A  for  services  per¬ 
formed  during  the  month  is  deemed  to  be 
wages  since  the  remuneration  paid  for  one- 
half  or  more  of  the  services  performed  during 
the  month  constitutes  wages. 

Example  (2).  Employee  C  is  employed  as 
a  maid  by  D.  a  physician,  whose  home  and 
office  are  located  in  the  same  building.  The 
remuneration  paid  C  for  services  in  the  home 
Is  excepted  as  remuneration  for  domestic 
service,  and  the  remuneration  paid  for  her 
services  in  the  office  constitutes  wages.  C  is 
paid  on  a  weekly  basis.  During  a  particular 
week  C  works  20  hours  In  the  home  and  20 
hours  in  the  office.  All  of  the  remuneration 
paid  C  for  services  performed  during  that 
week  is  deemed  to  be  wages,  since  the  remu¬ 
neration  paid  for  one-half  or  more  of  the 
services  performed  during  the  week  consti¬ 
tutes  wages. 

During  another  week  C  works  22  hours  In 
the  home  and  15  hours  in  the  office.  None  of 
the  remuneration  paid  C  for  services  per¬ 
formed  during  that  week  Is  deemed  to  be 
wages,  since  the  remuneration  paid  for  less 
than  one-half  of  the  services  performed  dur¬ 
ing  the  week  constitutes  wages. 

fd)  The  rules  set  forth  in  this  section 
do  not  apply  (1)  with  respect  to  any 
remuneration  paid  for  services  per¬ 
formed  by  an  employee  for  his  employer 
if  the  periods  for  which  remuneration  is 
paid  by  the  employer  vary  to  the  extent 
that  there  is  no  period  which  constitutes 
a  payroll  period  within  the  meaning  of 
section  1621  (b),  or  (2)  with  respect  to 
any  remuneration  paid  for  services  per¬ 
formed  by  an  employee  for  his  employer 
if  the  payroll  period  for  which  remu¬ 
neration  is  paid  exceeds  31  consecutive 
days.  In  any  such  case  withholding  is 
required  with  respect  to  that  portion  of 
such  remuneration  which  constitutes 
wages. 

5  406.211  Statutory  provisions;  defi¬ 
nitions;  wages;  public  official. 

Sec.  1621.  Detinitions, 

As  used  In  this  subchapter — 

(a)  Wage.'i.  The  term  "wages”  means  all 
remuneration  (other  than  fees  paid  to  a  pub¬ 
lic  official)  for  services  performed  by  an  em¬ 
ployee  for  his  employer,  •  •  • 

l^c.  1621  (a),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  4  (e).  Pub.  Law  291  (79th 
Cong.):  sec.  10,  Pub.  Law  384  (80th  Cong  ); 
sec.  209  (c) ,  Social  Security  Act  Amendments 
1950:  secs.  202  (b),  221  (f)  (1),  and  (2), 
Revenue  Act  19.50;  secs.  305  (c),  321  (b). 
Revenue  Act  1951.] 

•  •  *  *  • 

§  406.212  Fees  paid  a  public  official. 
(a)  Authorized  fees  paid  to  public  offi¬ 
cials  such  as  notaries  public,  clerks  of 
courts,  sheriffs,  etc.,  for  services  rendered 
in  the  performance  of  their  official 
duties  are  excepted  from  the  definition 
of  the  term  “wages”  and  hence  are  not 
subject  to  withholding.  However,  sal¬ 
aries  paid  such  officials  by  the  Govern¬ 


ment,  or  Government  agency  or  instru¬ 
mentality,  are  subject  to  withholding. 

(b)  Amounts  paid  to  precinct  workers 
for  services  performed  at  election  booths 
in  State,  county,  and  municipal  elections 
and  fees  paid  to  jurors  and  witnesses 
are  in  the  nature  of  fees  paid  to  public 
officials  and  therefore  are  not  subject 
to  withholding. 

§  406.213  Statutory  provisions:  defi¬ 
nitions;  wages;  members  of  the  Armed 
Forces. 

Sec.  1621.  Deeinitions. 

As  used  in  this  subchapter — 

(a)  Wages.  The  term  "wages”  means  all 
remuneration  •  *  •  for  services  per¬ 

formed  by  an  employee  for  his  employer 

*  *  *;  except  that  such  term  shall  not 

include  remuneration  paid — 

( 1 )  For  active  service  as  a  member  of  the 
armed  forces  of  the  United  States  performed 
prior  to  January  1,  1955,  in  a  month  for 
which  such  member  Is  entitled  to  the  bene¬ 
fits  of  section  22  (b)  (13),  or 

(Sec.  1621  (a)  (1),  as  added  by  sec.  2  (a). 
Current  Tax  Pa3rment  Act  1943,  and  as 
amended  by  sec.  10,  Pub.  Law  384  (80th 
Cong.);  sec.  202  (b).  Revenue  Act  1950;  sec. 
305  (c).  Revenue  Act  1951;  wc.  2,  Pub.  Law 
213  (83d  Cong.).] 

•  *  •  •  • 

5  406.214  Remuneration  of  members 
of  the  Armed  Forces  of  the  United  States 
for  active  service  in  combat  zone  or  while 
hospitalized  as  a  result  of  such  service. 
Remuneration  paid  for  active  service 
as  a  member  of  the  Armed  Forces  of  the 
United  States  performed  prior  to  Jan¬ 
uary  1,  1955,  in  a  month  during  any  part 
of  which  such  member  served  in  a  com¬ 
bat  zone  (as  determined  under  section  22 
(b)  (13) )  or  is  hospitalized  at  any  place 
as  a  result  of  wounds,  disease,  or  injury 
incurred  while  serving  in  such  a  combat 
zone,  is  excepted  from  the  definition  of 
the  term  “wages”  and  is,  therefore,  not 
subject  to  withholding.  The  exception 
with  respect  to  hospitalization  is  appli¬ 
cable,  however,  only  if  during  all  of  such 
month  there  are  combatant  activities  in 
some  combat  zone  (as  determined  under 
section  22  (b)  (13) ). 

5  406  215  Statutory  provisions:  defi¬ 
nitions;  wages:  agricultural  labor. 

Sec.  1621  Definitions. 

As  used  in  this  subchapter — 

(a)  Wages.  The  term  "wages”  means  all 
remuneration  •  •  •  for  services  per¬ 

formed  by  an  employee  for  his  employer 

*  •  •;  except  that  such  term  shall  not 

Include  remuneration  paid — 

•  •  *  *  • 

(2)  For  agricultural  labor  (as  defined  in 
section  1426  (h)),  or 

(Sec.  1621  (a)  (2),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943.] 

•  •  •  •  • 

Sec.  1426.  Definitions. 

When  used  in  this  subchapter  (subchapter 
A  of  chapter  9(  — 

•  •  *  •  • 

(h)  Agricultural  Labor.  The  term  “agri¬ 
cultural  labor”  Includes  all  service  jjer- 
formed — 

(1)  On  a  farm,  in  the  employ  of  any  per¬ 
son,  in  connection  with  cultivating  the  soil, 
or  in  connection  with  raising  or  harvesting 
any  agricultural  or  horticultural  commodity, 
including  the  raising,  shearing,  feeding,  car¬ 
ing  for,  training,  and  management  of  live¬ 
stock,  bees,  poultry,  and  fur-bearing  animals 
and  wildlife. 
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(2)  In  the  employ  of  the  owner  or  tenant 
or  other  operator  of  a  farm,  in  connection 
with  the  operation,  management,  conserva¬ 
tion,  Improvement,  or  maintenance  of  such 
farm  and  its  tools  and  equipment,  or  in  sal¬ 
vaging  timber  or  clearing  land  of  brush  and 
other  debris  left  by  a  hurricane,  if  the  major 
part  of  such  service  is  performed  on  a  farm. 

(3)  In  connection  with  the  production  or 
harvesting  of  any  commodity  defined  as  an 
agricultural  commodity  in  section  15  (g)  of 
the  Agricultural  Marketing  Act,  as  amended, 
or  in  connection  with  the  ginning  of  cotton, 
or  in  connection  with  the  operation  or  main¬ 
tenance  of  ditches,  canals,  reservoirs,  or 
waterways,  not  owned  or  operated  for  profit, 
used  exclusively  for  supplying  and  storing 
water  for  farming  purposes. 

(4)  (A)  In  the  employ  of  the  operator  of 
a  farm  in  handling,  planting,  drying,  pack¬ 
ing,  packaging,  processing,  freezing,  grading, 
storing,  or  delivering  to  storage  or  to  mar¬ 
ket  or  to  a  carrier  for  transportation  to  mar¬ 
ket.  in  its  unmanufactured  state,  any  agri¬ 
cultural  or  horticultural  commodity;  but 
only  if  such  operator  produced  more  than 
one-half  of  the  commodity  with  respect  to 
which  such  service  is  performed. 

(B)  In  the  employ  of  a  group  of  operators 
of  farms  (other  than  a  cooperative  organi¬ 
zation)  in  the  performance  of  service  de¬ 
scribed  in  subparagraph  (A) ,  but  only  if  such 
operators  produced  all  of  the  commodity 
with  respect  to  which  such  service  is  per¬ 
formed.  For  the  purposes  of  this  subpara¬ 
graph,  any  unincorporated  group  of  opera¬ 
tors  shall  be  deemed  a  cooperative  organi¬ 
zation  if  the  number  of  operators  compris¬ 
ing  such  group  is  more  than  twenty  at  any 
time  during  the  calendar  quarter  in  which 
such  service  is  performed. 

(C)  The  provisions  of  subparagraphs  (A) 
and  (B)  shall  not  be  deemed  to  be  appli¬ 
cable  with  respect  to  service  performed  in 
connection  with  commercial  canning  or 
commercial  freezing  or  in  connection  with 
any  agricultural  or  horticultural  commodity 
after  its  delivery  to  a  terminal  market  for 
distribution  for  consumption. 

(5)  On  a  farm  operated  for  profit  if  such 
service  is  not  in  the  course  of  the  employer’s 
trade  or  business  or  is  domestic  service  in 
a  private  home  of  the  employer. 

As  used  in  this  section,  the  term  “farm** 
Includes  stock,  dairy,  poultry,  fruit,  fur¬ 
bearing  animal,  and  truck  farms,  plantations, 
ranches,  nurseries,  ranges,  greenhouses  or 
other  similar  structures  used  primarily  for 
the  raising  of  agricultural  or  horticultural 
commodities,  and  orchards. 

I  Sec.  1426  (h),  as  added  by  sec.  606,  Social 
Security  Act  Amendments  1939,  and  as 
amended  by  sec.  204  (d),  Social  Security 
Act  Amendments  1950.] 

•  •  •  •  • 

Sac.  15.  Miscellanzotts  provisions  (acri- 

CtrLTURAL  MARKETINC  ACT). 

*  •  •  •  • 

(g)  As  used  in  this  act.  the  term  “agri¬ 
cultural  commodity”  includes  *  •  • 

crude  gum  (oleoresin)  from  a  living  tree,  and 
the  following  products  as  processed  by  the 
original  producer  of  the  crude  gum  (oleo¬ 
resin)  from  which  derived:  Oum  spirits  of 
turpentine  and  gum  rosin,  as  defined  in  the 
Naval  Stores  Act.  approved  March  3.  1923. 

(Sec.  15  (g).  Pub.  Law  10  (71st  Cong.),  as 
added  by  sec.  3.  Pub.  Law  867  (71st  Cong.).] 

Sec.  2.  (The  naval  stores  act). 

That,  when  used  in  this  act — 

•  •  •  •  • 

(c)  “Oum  spirits  of  turpentine”  means 
spirits  of  turpentine  made  from  gum  (oleo¬ 
resin)  from  a  living  tree. 

•  •  •  •  • 

(h)  “Gum  rosin”  means  rosin  remaining 
after  the  distillation  of  gum  spirits  of  tur¬ 
pentine. 


fSec.  2  (c),  (h).  Pub.  Law  478  (67th 
Cong.).] 

•  •  *  •  • 

§  406.216  Remuneration  lor  agricuU 
tural  labor — (a)  In  general.  (1)  The 
term  “wages”  does  not  include  re¬ 
muneration  for  services  which  constitute 
agricultural  labor  as  defined  in  section 
1426  (h) .  The  term  “agricultural  labor” 
as  so  defined  includes  services  of  a  char¬ 
acter  described  in  paragraphs  (b),  (c), 
(d),  (e),.and  (f)  of  this  section.  In 
general,  however,  the  term  agricultural 
labor  does  not  include  services  performed 
in  connection  with  forestry,  lumbering, 
or  landscaping. 

(2)  The  term  “farm”  as  used  in  the 
regulations  in  this  part  includes  stock, 
dairy,  poultry,  fruit,  fur-bearing  animal, 
and  truck  farms,  plantations,  ranches, 
nurseries,  ranges,  orchards,  and  such 
greenhouses  and  other  similar  structures 
as  are  used  primarily  for  the  raising  of 
agricultural  or  horticultural  commodi¬ 
ties.  Greenhouses  and  other  similar 
structures  used  primarily  for  other  pur¬ 
poses  (for  example,  display,  storage,  and 
fabrication  of  wreaths,  corsages,  and 
bouquets)  do  not  constitute  “farms.” 

(b)  Services  described  in  section  1426 

(h)  (1).  (1)  Remuneration  paid  for 

services  performed  on  a  farm  by  an  em¬ 
ployee  of  any  person  in  connection  with 
any  of  the  following  activities  is  excepted 
as  remuneration  for  agricultural  labor: 

(1)  The  cultivation  of  the  soil; 

(ii)  The  raising,  shearing,  feeding, 
caring  for,  training,  or  management  of 
livestock,  bees,  poultry,  fur-bearing  ani¬ 
mals,  or  wildlife;  or 

(iii)  The  raising  or  harvesting  of  any 
other  agricultural  or  horticultural  com¬ 
modity. 

(2)  Remuneration  paid  for  services 
performed  in  connection  with  the  pro¬ 
duction  or  harvesting  of  maple  sap,  or  in 
connection  with  the  raising  or  harvest¬ 
ing  of  mushrooms,  or  in  connection  with 
the  hatching  of  poultry  is  excepted  only 
if  such  services  are  performed  on  a  farm. 
Thus,  services  performed  in  connection 
with  the  operation  of  a  hatchery,  if  not 
operated  as  part  of  a  poultry  or  other 
farm,  do  not  constitute  agricultural 
labor.  Services  performed  in  the  pro¬ 
cessing  (as  distinguished  from  the  gath¬ 
ering)  of  maple  sap  into  maple  sirup  or 
maple  sugar  do  not  constitute  agricul¬ 
tural  labor,  even  though  such  services 
are  performed  on  a  farm. 

(c)  Services  described  in  section  1426 
(h)  (2).  ( 1 )  The  remuneration  paid  for 
the  following  services  performed  by  an 
employee  in  the  employ  of  the  owner  or 
tenant  or  other  operator  of  one  or  more 
farms  is  excepted  as  remuneration  for 
agricultural  labor,  provided  the  major 
part  of  such  services  is  performed  on  a 
farm: 

(1)  Services  performed  in  connection 
with  the  operation,  management,  con¬ 
servation.  improvement,  or  mainte¬ 
nance  of  any  of  such  farms  or  its  tools  or 
equipment;  or 

(ii)  Services  performed  in  salvaging 
timber,  or  clearing  land  of  brush  and 
other  debris,  left  by  a  hurricane. 

(2)  The  services  described  in  sub- 
paragraph  (1)  (i)  of  this  paragraph  may 
include,  for  example,  services  performed 


by  carpenters,  painters,  mechanics,  farm 
supervisors,  irrigation  engineers,  book¬ 
keepers.  and  other  skilled  or  semiskilled 
workers,  which  contribute  in  any  way  to 
the  conduct  of  the  farm  or  farms,  as 
such,  operated  by  the  person  employing 
them,  as  distinguished  from  any  other 
enterprise  in  which  such  person  may  be 
engaged. 

(3)  Since  the  services  described  in 
this  paragraph  must  be  performed  in 
the  employ  of  the  owner  or  tenant  or 
other  operator  of  the  farm,  the  excep¬ 
tion  does  not  extend  to  remuneration 
paid  for  services  performed  by  em¬ 
ployees  of  a  commercial  painting  con¬ 
cern,  for  example,  which  contracts  with 
a  farmer  to  i  ..movate  his  farm  properties. 

(d)  Services  described  in  section  1426 
(h)  (3).  ■  vcmuneration  paid  for  serv¬ 
ices  perfoimed  by  an  employee  in  the 
employ  of  ,  "  person  in  connection  with 
any  of  t.ie  n  lowing  operations  is  ex¬ 
cepted  as  rr'.  ‘uneration  for  agricultural 
labor  witho’  L  regard  to  the  place  where 
such  service  are  performed: 

(1)  The  ginning  of  cotton: 

(2)  The  operation  or  maintenance  of 
ditches,  cr  nals,  reservoirs,  or  waterways, 
not  owned  or  operated  for  profit,  used 
exclusively  for  supplying  or  storing  water 
for  farming  purposes;  or 

(3)  The  production  or  harvesting  of 
crude  gum  (oleoresin)  from  a  living  tree 
or  the  p:  .-cessing  of  such  crude  gum  into 
gum  spirits  of  turpentine  and  gum  rosin, 
provided  such  processing  is  carried  on  by 
the  original  producer  of  such  crude  gum. 

(e)  Services  described  in  section  1426 

(h)  (4).  (1)  Remuneration  paid  for 

services  performed  by  an  employee  in 
the  handling,  planting,  drying,  packing, 
packaging,  processing,  freezing,  grading, 
storing,  or  delivering  to  storage  or  to 
market  or  to  a  carrier  for  transportation 
to  market,  of  any  agricultural  or  horti¬ 
cultural  commexiity  is  excepted  as  re¬ 
muneration  for  agricultural  labor  if: 

(1)  Such  services  are  performed  by 
the  employee  in  the  employ  of  an  op¬ 
erator  of  a  farm  or  in  the  employ  of  a 
group  of  operators  of  farms  (other  than 
a  cooperative  organization) ; 

(ii)  Such  services  are  performed  with 
respect  to  the  commodity  in  its  unmanu¬ 
factured  state;  and 

(iii)  (a)  Such  operator  produced 
more  than  one-half  of  the  commodity 
with  respect  to  which  such  services  are 
performed  during  the  pay  period,  or  (b) 
such  group  of  operators  produced  all  of 
the  commodity  with  respect  to  which 
such  services  are  performed  during  the 
pay  period. 

(2)  The  term  “operator  of  a  farm”  as 
used  in  this  paragraph  means  an  owner, 
tenant,  or  other  person,  in  possession  of 
a  farm  and  engaged  in  the  operation  of 
such  farm. 

(3)  The  services  described  in  this 
paragraph  do  not  constitute  agricultural 
labor  if  performed  in  the  employ  of  a 
cooperative  organization.  The  term 
“organization”  includes  corporations, 
joint-stock  companies,  and  associations 
which  are  treated  as  corporations  under 
the  Internal  Revenue  Code.  For  the 
purposes  of  this  paragraph,  any  unin¬ 
corporated  group  of  operators  shall  be 
deemed  a  cooperative  organization  if  the 
number  of  operators  comprising  such 
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proup  is  more  than  20  at  any  time  during 
the  calendar  quarter  in  which  the  serv¬ 
ices  involved  are  performed. 

(4)  Processing  services  which  change 

the  commodity  from  its  raw  or  natural 
state  do  not  constitute  agricultural 
labor.  For  example,  the  extraction  of 
juices  from  fruits  or  vegetables  is  a  proc¬ 
essing  operation  which  changes  the 
character  of  the  fruits  or  vegetables 
from  their  raw  or  natural  state  and. 
therefore,  does  not  constitute  agricul¬ 
tural  labor.  On  the  other  hand,  services 
rendered  in  the  cutting  and  xirying  of 
fruits  or  vegetables  are  processing  oper¬ 
ations  which  do  not  change  the  charac¬ 
ter  of  the  fruits  or  vegetable;  and.  there¬ 
fore.  constitute  agricultura**  labor,  if  the 
other  requisite  condition^  are  met. 
Services  performed  with  rc‘  ect  to  a 
commodity  after  its  charactei^'has  been 
changed  from  its  raw  or  state  by 

a  processing  operation  do  Viot  constitute 
agricultural  labor.  ' 

(5)  The  term  “commodr^*’  refers  to 
a  single  agricultural  or  frorticultural 
product,  for  example,  all  'apples  are  to 
be  treated  as  a  single  commodity,  while 
apples  and  peaches  are  to  be  treated  as 
two  separate  commodities.  The  services 
with  respect  to  each  such  commodity  are 
to  be  considered  separately  in  determin¬ 
ing  whether  the  condition  se^  forth  in 
subparagraph  (1)  (iii)  of  this  para¬ 
graph  has  been  satisfied.  Thi'^  portion 
of  the  commodity  produced  by  an  opera¬ 
tor  or  group  of  op>erators  with  respect  to 
which  the  services  described  in  this  para¬ 
graph  are  performed  by  a  particular 
employee  shall  be  determined  on  the 
basis  of  the  pay  period  in  which  such 
services  were  perfumed  by  such  em¬ 
ployee. 

(6)  The  services  described  In  this 
paragraph  do  not  include  services  per¬ 
formed  in  connection  with  commercial 
canning  or  commercial  freezing,  or  in 
connection  with  any  commodity  after  its 
delivery  to  a  terminal  market  for  dis¬ 
tribution  for  consumption.  Moreover, 
since  the  services  described  in  this  para¬ 
graph  must  be  rendered  in  the  actual 
handling,  planting,  drying,  packing, 
packaging,  processing,  freezing,  grad¬ 
ing,  storing,  or  delivering  to  storage  or 
to  market  or  to  a  carrier  for  transporta¬ 
tion  to  market,  of  the  commodity,  such 
services  do  not,  for  example,  include  serv¬ 
ices  performed  as  stenographers,  book¬ 
keepers,  clerks,  and  other  office  em¬ 
ployees,  even  though  such  services  may 
be  in  connection  with  such  activities. 
However,  to  the  extent  that  the  services 
of  such  individuals  are  performed  in  the 
employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm  and  are  rendered  in 
major  part  on  a  farm,  they  may  be  within 
the  provisions  of  paragraph  (c)  of  this 
section. 

(f)  Services  described  in  section  1426 
(h)  (5).  Remuneration  paid  for  serv¬ 
ices  not  in  the  course  of  the  employer’s 
trade  or  business  (see  §  406.220)  or  for 
domestic  service  in  a  private  home  of 
the  employer  (see  §  406.218)  is  excepted 
as  remuneration  for  agricultural  labor 
if  such  services  are  performed  on  a  farm 
operated  for  profit.  Generally,  a  farm 
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is  not  operated  for  profit  if  it  is  occupied 
by  the  employer  primarily  for  residential 
purposes,  or  is  used  primarily  for  the 
pleasure  of  the  employer  or  his  family 
such  as  for  the  entertainment  of  guests 
or  as  a  hobby  of  the  employer  or  his 
family. 

§  406.217  Statutory  provisions;  defi¬ 
nitions:  wages;  domestic  service. 

Sec.  1621.  Definitions. 

As  used  In  this  subchapter — 

(a)  Wages.  The  term  “wages”  means  all 

remuneration  •  •  •  for  services  per¬ 

formed  by  an  employee  for  his  employer 
•  •  •;  except  that  such  term  shall  not 

Include  remuneration  paid — 

•  •  •  •  • 

(3)  For  domestic  •  service  in  a  private 
home,  local  college  club,  or  local  chapter  of 
a  college  fraternity  or  sorority,  or 

(Sec.  1621  (a)  (3),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943.) 

•  •  •  •  • 

§  406.218  Remuneration  for  domestic 
service.  (a)  Remuneration  paid  for 
services  of  a  household  nature  per¬ 
formed  by  an  employee  in  or  about  the 
private  home  of  the  person  by  whom  he 
Is  employed,  or  performed  in  or  about 
the  club  rooms  or  house  of  a  local  col¬ 
lege  club  or  local  chapter  of  a  college 
fraternity  or  sorority  by  which  he  is 
employed,  is  excepted  from  the  term 
“wages.” 

(b)  A  private  home  Is  the  fixed  place 
of  abode  of  an  individual  or  family. 

(c)  A  local  college  club  or  local  chap¬ 
ter  of  a  college  fraternity  or  sorority 
does  not  include  an  alumni  club  or 
chapter. 

(d)  If  the  home  Is  utilized  primarily 
for  the  purpose  of  supplying  board  or 
lodging  to  the  public  as  a  business  enter¬ 
prise,  it  ceases  to  be  a  private  home  and 
the  remuneration  paid  for  services  per¬ 
formed  therein  is  not  excepted.  Like¬ 
wise.  if  the  club  rooms  or  house  of  a 
local  college  club  or  local  chapter  of 
a  college  fraternity  or  sorority  is  used 
primarily  for  such  purpose,  the  remuner¬ 
ation  paid  for  services  performed  therein 
is  not  within  the  exception. 

(e)  In  general,  services  of  a  house¬ 
hold  nature  in  or  about  a  private  home 
include  services  rendered  by  cooks,  maids, 
butlers,  valets,  laundresses,  furnacemen, 
gardeners,  footmen,  grooms,  and  chauf¬ 
feurs  of  automobiles  for  family  use.  In 
general,  services  of  a  household  nature 
in  or  about  the  club  rooms  or  house  of 
a  local  college  club  or  local  chapter  of 
a  college  fraternity  or  sorority  include 
services  rendered  by  cooks,  waiters, 
butlers,  maids,  janitors,  laundresses, 
furnacemen,  handymen,  gardeners, 
housekeepers,  and  housemothers. 

(f)  The  remuneration  paid  for  serv¬ 
ices  of  a  household  nature  is  not  within 
the  exception  if  performed  in  or  about 
rooming  or  lodging  houses,  boarding 
houses,  clubs  (except  local  college  clubs) , 
hotels,  hospitals,  eleemosynary  institu¬ 
tions.  or  commercial  offices  or  establish¬ 
ments. 

(g)  Remuneration  paid  for  services 
performed  as  a  private  secretary,  even 
though  perfonned  in  the  employer’s 
home,  is  not  within  the  exception. 
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§  406.219  Statutory  provisions;  defi¬ 
nitions:  wages:  service  not  in  the  course 
of  employer’s  trade  or  business. 

Sec.  1621.  Definitions. 

As  iKsed  in  this  suT'chapter — 

(a)  Wages.  The  term  “wages”  means  all 

remuneration  •  •  •  for  services  per¬ 

formed  by  an  employee  for  his  employer 
•  •  •;  except  that  such  term  shall  not 

include  remuneration  paid — 

*  •  *  *  • 

(4)  For  service  not  in  the  course  of  the 
employer’s  trade  or  business  performed  in 
any  calendar  quarter  by  an  employee,  unless 
the  cash  remuneration  paid  for  such  service 
is  $50  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed 
by  such  employer  to  perform  such  service. 
For  the  purposes  of  this  paragraph,  an  in¬ 
dividual  shall  be  deemed  to  be  regularly  em¬ 
ployed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  on  each  of  some  twenty- 
four  days  during  such  quarter  such  individ¬ 
ual  performs  for  such  employer  for  some 
portion  of  the  day  service  not  in  the  course 
of  the  employer’s  trade  or  business,  or  (B) 
such  individual  was  regularly  employed  (as 
determined  under  clause  (A))  by  such  em¬ 
ployer  in  the  performance  of  such  service 
during  the  preceding  calendar  quarter,  or 

•  •  *  *  • 

(11)  For  services  not  In  the  course  of  the 
employer’s  trade  or  business,  to  the  extent 
paid  in  any  medium  other  than  cash,  or 

(Sec.  1621  (a)  (4),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  209  (c).  Social  Security  Act 
Amendments  1950;  and  sec.  1621  (a)  (11).  as 
added  by  sec.  209  (c).  Social  Security  Act 
Amendments  1950.) 

*  •  •  *  • 

§  406.220  Remuneration  for  service 
not  in  the  course  of  employer’s  trade  or 
business,  (a)  The  term  “wages”  does  not 
include  remuneration  paid  in  any  me¬ 
dium  other  than  cash  for  service  not 
in  the  course  of  the  employer’s  trade  or 
business.  Cash  remuneration  paid  for 
service  not  in  the  course  of  the  em¬ 
ployer’s  trade  or  business  performed  by 
an  employee  for  an  employer  in  a  cal¬ 
endar  quarter  is  excepted  from  the  term 
“wages”  unless — 

(1)  The  cash  remuneration  paid  for 
such  service  performed  by  the  em¬ 
ployee  for  the  employer  in  the  calendar 
quarter  is  $50  or  more;  and 

(2)  Such  employee  is  regularly  em¬ 
ployed  in  the  calendar  quarter  by  such 
employer  to  perform  such  service. 

Unless  the  tests  set  forth  in  both  sub- 
paragraphs  (1)  and  (2)  of  this  para¬ 
graph  are  met.  cash  remuneration  for 
service  not  in  the  course  of  the  employ¬ 
er’s  trade  or  business  is  excluded  from 
wages. 

(b)  The  term  “service  not  in  the 
course  of  the  employer’s  trade  or  busi¬ 
ness”  includes  service  that  does  not  pro¬ 
mote  or  advance  the  trade  or  business  of 
the  employer.  Remuneration  paid  for 
service  performed  for  a  corporation 
does  not  come  within  the  exception. 

(c)  The  test  relating  to  cash  remuner¬ 
ation  of  $50  or  more  is  based  on  the 
remuneration  earned  during  a  calendar 
quarter  rather  than  on  the  remunera¬ 
tion  paid  in  a  calendar  quarter.  How¬ 
ever,  for  purposes  of  determining 
whether  the  test  is  met,  it  is  also  re- 
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quired  that  the  remuneration  be  paid, 
although  it  is  immaterial  when  the  re¬ 
muneration  is  paid.  Furthermore,  in 
determining  whether  $50  or  more  has 
been  paid  for  service  not  in  the  course 
of  the  employer’s  trade  or  business,  only 
cash  remuneration  for  such  service 
shall  be  taken  into  account.  The  term 
“cash  remuneration”  includes  checks 
and  other  monetary  media  of  exchange. 
Eemuneration  paid  in  any  other  me- 
duim,  such  as  lodging,  food,  or  other 
goods  or  commodities,  is  disregarded  in 
determining  whether  the  cash -remuner¬ 
ation  test  is  met. 

(d)  For  the  purpo.ses  of  this  excep¬ 
tion,  an  individual  is  deemed  to  be  regu¬ 
larly  employed  by  an  employer  during  a 
calendar  quarter  only  if : 

(1)  Such  individual  performs  service 
not  in  the  course  of  the  employer’s  trade 
or  business  for  such  employer  for  some 
portion  of  the  day  on  at  least  24  days 
(whether  or  not  consecutive)  during  such 
calendar  quarter;  or 

(2)  Such  individual  was  regularly  em¬ 
ployed  (as  determined  under  subpara¬ 
graph  ( 1 ) )  by  such  employer  in  the 
performance  of  service  not  in  the  course 
of  the  employer’s  trade  or  business  dur¬ 
ing  the  preceding  calendar  quarter. 

(e)  In  determining  whether  an  em¬ 
ployee  has  performed  service  not  in  the 
course  of  the  employer’s  trade  or  busi¬ 
ness  on  at  least  24  days  during  a  calendar 
quarter,  there  shall  be  counted  as  one 
day — 

(1)  Any  day  or  portion  thereof  on 
which  the  employee  actually  performs 
such  service;  and 

(2)  Any  day  or  portion  thereof  on 
which  the  employee  does  not  perform 
service  of  the  prescribed  character  but 
w  ith  respect  to  which  cash  remuneration 
is  paid  or  payable  to  the  employee  for 
such  service,  such  as  a  day  on  which  the 
employee  is  sick  or  on  vacation. 

An  employee  who  on  a  particular  day 
reports  for  work  and,  at  the  direction 
of  his  employer,  holds  himself  in  readi¬ 
ness  to  perform  service  not  in  the  course 
of  the  employer’s  trade  or  business  shall 
be  considered  to  be  engaged  in  the  actual 
performance  of  such  service  on  that 
day.  For  the  purposes  of  this  excep¬ 
tion,  a  day  is  a  period  of  24  hours  com¬ 
mencing  at  midnight  and  ending  at  mid¬ 
night. 

(f)  For  provisions  relating  to  service 
not  in  the  course  of  the  employer’s 
trade  or  business  and  domestic  service 
performed  on  a  farm  operated  for  profit, 
see  §  406.216  (f).  For  provisions  relat¬ 
ing  to  domestic  service  in  a  private 
home,  local  college  club,  or  local  chapter 
of  a  college  fraternity  or  sorority,  see 
§  406.218. 

§  406  221  Statutory  provisions;  defi¬ 
nitions:  wages;  foreign  government  or 
international  organization. 

Swc.  1621.  Detinitions. 

As  used  In  this  subchapter — 

(a)  Wages.  The  term  “w.ages’’  means  all 
remuneration  •  •  •  for  services  per¬ 

formed  by  an  employee  for  his  em¬ 
ployer  •  •  •;  except  that  such  term  shall 

not  Include  remuneration  paid — 

•  •  •  •  • 

(5)  For  services  by  a  citizen  or  resident  of 
the  United  States  for  a  foreign  goveriunent 
ur  an  International  co-ganlzatlon  or  for  the 


government  of  the  CX>mmonwealth  of  the 
Philippines,  or 

(Sec.  1621  (a)  (5),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1043,  and  as 
amended  by  sec.  4  (e).  Pub.  Law  291  (79fh 
Cong.).] 

•  •  •  *  • 

Sec.  3797.  Definitions. 

(a)  When  used  in  this  title  •  •  • 

•  •  •  •  • 

(18)  International  organization.  The 
term  “international  organization”  n.eans  a 
public  international  organization  entitled  to 
enjoy  privileges,  exemptions,  and  immunities 
as  an  international  organization  under  the 
International  Organizations  Immunities  Act, 
(Sec.  3797  (a)  (18),  as  added  by  sec.  4  (1), 
Pub.  Law  291  (79th  Cong.).] 

•  •  •  •  • 

Sec.  1.  (International  organizations  im¬ 
munities  act). 

For  the  purposes  of  this  title  (Interna¬ 
tional  Organizations  Immunities  Act),  the 
term  “international  organization”  means  a 
public  international  organization  in  which 
the  United  States  participates  pursuant  to 
any  treaty  or  under  the  authority  of  any 
Act  of  Congress  authorizing  such  partic¬ 
ipation  or  making  an  appropriation  for  such 
participation,  and  which  shall  have  been 
designated  by  the  President  through  appro¬ 
priate  Executive  order  as  being  entitled  to 
enjoy  the  privileges,  exemptions,  and  im¬ 
munities  herein  provided.  The  President 
shall  be  authorized,  in  the  light  of  the  func¬ 
tions  performed  by  any  such  international 
organization,  by  appropriate  Executive  or¬ 
der  to  withhold  or  withdraw  from  any  such 
organization  or  its  officers  or  employees  any 
of  the  privileges,  exemptions,  and  immuni¬ 
ties  provided  for  in  this  title  (including  the 
amendments  made  by  this  title)  or  to  con¬ 
dition  or  limit  the  enjoyment  by  any  such 
organization  or  its  officers  or  employees  of 
any  such  privilege,  exemption,  or  immunity. 
The  President  shall  be  authorized,  if  in  his 
judgment  such  action  should  be  justified 
by  reason  of  the  abuse  by  an  international 
organization  or  its  officers  and  employees 
of  the  privileges,  exemptions,  and  immuni¬ 
ties  herein  provided  or  for  any  other  reason, 
at  any  time  to  revoke  the  designation  of  any 
international  organization  under  this  sec¬ 
tion,  whereupon  the  international  organiza¬ 
tion  in  question  shall  cease  to  be  classed  as 
an  international  organization  for  the  pur¬ 
poses  of  this  title. 

(Sec.  1,  Pub.  Law  291  (79th  Cong.).] 

§  406.222  Remuneration  for  services 
for  foreign  government  or  international 
organization — (a)  Services  for  foreign 
government.  (1)  Remuneration  paid 
for  services  performed  as  an  employee  of 
a  foreign  government,  or  the  govern¬ 
ment  of  the  Commonwealth  of  the 
Philippines,  is  excepted.  The  exception 
includes  not  only  remuneration  paid  for 
services  performed  by  ambassadors,  min- 
i.sters,  and  other  diplomatic  officers  and 
employees  but  also  remuneration  paid 
for  services  performed  as  a  consular  or 
other  officer  or  employee  of  a  foreign 
government,  or  the  government  of  the 
Commonwealth  of  the  Philippines,  or  as 
a  nondiplomatic  representative  of  such  a 
government.  However,  the  exception 
does  not  include  remuneration  for  .serv¬ 
ices  performed  for  a  corporation  created 
or  organized  in  the  United  States  or 
under  the  laws  of  the  United  States  or  of 
any  State  (including  the  District  of 
Columbia  or  the  Territory  of  Alaska  or 
Hawaii)  or  of  Puerto  Rico  even  though 
such  corpioration  is  wholly  ow  ned  by  such 
a  government. 

(2)  The  citizenship  or  residence  of  the 
employee  and  the  place  where  the  serv¬ 


ices  are  performed  are  immaterial  for 
puriJoses  of  the  exception. 

(b)  Services  for  international  organi~ 
zation.  Subject  to  the  provisions  of  sec¬ 
tion  1  of  the  International  Organizations 
Immunities  Act,  remuneration  paid  for 
services  performed  within  or  without  the 
United  States  by  an  employee  for  an 
international  organization  as  defined  in 
section  3797  (a)  (18)  is  excepted  from 
the  term  "w^ages.”  The  term  “employee” 
as  used  in  the  preceding  sentence  in¬ 
cludes  not  only  an  employee  who  is  a 
citizen  or  resident  of  the  United  States 
but  also  an  employee  who  is  a  nonresi¬ 
dent  alien  individual.  The  term  “em¬ 
ployee”  also  includes  an  officer.  An 
organization  de.signated  by  the  President 
through  appropriate  Executive  order  as 
entitled  to  enjoy  the  privileges,  exemp¬ 
tions,  and  immunities  provided  in  the 
International  Organizations  Immunities 
Act  may  enjoy  the  benefits  of  the  exclu¬ 
sion  from  wages  with  respect  to  remu¬ 
neration  paid  for  services  performed  for 
such  organization  prior  to  the  date  of 
the  issuance  of  such  Executive  order,  if 
( 1 )  the  Executive  order  does  not  provide 
otherwise  and  (2)  the  organization  is  a 
public  international  organization  -  in 
w'hich  the  United  States  participates, 
pursuant  to  a  treaty  or  under  the  au¬ 
thority  of  an  Act  of  Congress  authorizing 
such  participation  or  making  an  appro¬ 
priation  for  such  participation,  at  the 
time  such  services  are  performe(l. 

§  406.223  Statutory  provisions;  defi¬ 
nitions;  wages;  nonresident  alictis. 

Sec.  1621.  Definitions. 

As  used  In  this  subchapter — 

(а)  Wages.  The  term  “wages”  means  all 

remuneration  •  •  •  for  services  per¬ 

formed  by  an  employee  for  his  employer 
•  •  •;  except  that  such  term  shall  not 

include  remuneration  paid — 

•  •  •  •  • 

(б)  For  services  performed  by  a  nonresi¬ 
dent  alien  individual,  other  than  (A)  a  resi¬ 
dent  of  a  contiguous  country  who  enters  and 
leaves  the  United  States  at  frequent  intervals, 
or  (B)  a  resident  of  Puerto  Rico  if  such  serv¬ 
ices  are  performed  as  an  employee  of  the 
United  States  or  any  agency  thereof,  or 

(7)  For  such  services  performed  by  a  non¬ 
resident  alien  individual  who  is  a  resident  of 
a  contiguous  country  and  who  enters  and 
leaves  the  United  States  at  frequent  inter¬ 
vals,  as  may  be  designated  by  regulations 
prescribed  by  the  Commissioner  with  the 
approval  of  the  Secretary,  or 

(Sec.  1621  (a)  (6),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  221  (f)  (1),  Revenue  Act 
1950;  and  sec.  1621  (a)  (7),  as  added  by  sec. 
2  (a).  Current  Tax  Payment  Act  1943. ( 

•  •  •  •  * 

§  406.224  Remuneration  for  services 
of  nonresident  alien  individuals.  «at 
Except  in  the  case  of  certain  nonresident 
alien  individuals  who  are  residents  of 
Canada,  Mexico,  and  Puerto  Rico,  remu¬ 
neration  for  services  performed  by  non¬ 
resident  alien  individuals  does  not  con¬ 
stitute  wages  subject  to  withholding  un¬ 
der  section  1622.  For  withholding  of 
income  tax  on  wages  paid  for  services 
performed  w-ithin  the  United  States  in 
the  case  of  nonresident  alien  individuals 
generally,  .see  section  143  and  regulations 
thereunder. 

<b)  Withholding  is  required  In  the 
case  of  wages  paid  to  nonresident  aliens 
who  are  residents  of  a  contiguous  coun- 
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try  (Canada  or  Mexico)  and  who  enter 
and  leave  the  United  States  at  frequent 
intervals,  except  such  aliens  who.  in  the 
performance  of  their  duties  in  transpor¬ 
tation  service  between  points  in  the 
United  States  and  points  in  a  contiguous 
country,  enter  and  leave  the  United 
States  at  frequent  intervals.  This  ex¬ 
ception  applies  to  personnel  engaged  in 
railroad,  ferry,  steamboat,  and  aircraft 
services  and  applies  alike  whether  the 
employer  is  a  domestic  or  foreign  entity. 
Thus,  the  wages  of  a  nonresident  alien 
individual  who  is  a  resident  of  Canada 
and  an  employee  of  a  domestic  railroad, 
for  services  as  a  member  of  the  crew  of 
a  train  operating  between  points  in  Can¬ 
ada  and  points  in  the  United  States, 
shall  not  be  subject  to  withholding  under 
section  1622.  The  exemption,  however, 
has  no  application  to  a  resident  of  Can¬ 
ada  who,  for  example,  is  employed  at  a 
fixed  point  in  the  United  States,  such  as 
a  factory,  store,  or  office,  and  who  com¬ 
mutes  from  his  home  in  Canada  in  the 
pursuit  of  his  employment  within  the 
United  States;  nor  does  it  apply  to  an 
alien  employee  of  a  railroad  corpora¬ 
tion  who  is  on  duty  within  the  United 
States,  even  though  he  enters  and  leaves 
the  United  States  in  reaching  his  place 
of  employment  from  his  home  in  a  con¬ 
tiguous  country. 

(c)  In  order  for  the  exemption  to  ap¬ 
ply,  the  nonresident  alien  employee  must 
file  with  his  employer  a  certificate  con¬ 
taining  the  following:  The  employee’s 
name  and  address,  and  a  statement  that 
he  is  not  a  citizen  of  the  United  States, 
and  that  he  is  a  resident  of  the  named 
contiguous  country  and  the  approximate 
period  of  time  during  which  he  has  occu¬ 
pied  such  status.  Such  certificate  shall 
contain,  or  be  verified  by,  a  written 
declaration  that  it  is  made  under  the 
penalties  of  perjury.  Although  the  form 
is  not  prescribed,  the  certificate  must 
contain  all  the  information  required  by 
this  section. 

(d)  Withholding  is  not  required  in  the 
case  of  wages  paid  to  a  nonresident  alien 
individual  for  services  performed  in 
Puerto  Rico  for  an  employer  (other  than 
the  United  States  or  any  agency  there¬ 
of),  even  though  such  alien  individual  is 
a  resident  of  Puerto  Rico  at  the  time 
when  such  services  are  performed. 
Wages  paid  for  services  performed  by  a 
nonresident  alien  individual  who  is  a 
resident  of  Puerto  Rico  are  subject  to 
withholding  if  such  services  are  per¬ 
formed  as  an  employee  of  the  United 
States  or  any  agency  thereof.  The  place 
of  performance  of  such  services  is  imma¬ 
terial,  provided  such  alien  individual  is  a 
resident  of  Puerto  Rico  at  the  time  of 
performance.  Wages  representing  re¬ 
tired  pay  for  service  in  the  Armed  Forces 
of  the  United  States  are  subject  to  with¬ 
holding  under  the  limitations  specified 
in  5  406.207  (b)  (2),  in  the  case  of  an 
alien  resident  of  Puerto  Rico. 

§  406.225  Statutory  provisions:  defi~ 
nitions:  wages;  citizens  outside  the 
United  States. 

Sec.  1621.  Detinittons. 

As  used  in  this  subchapter — 

(a)  Wages.  The  term  “wages”  means  all 
remuneration  •  •  •  for  services  per¬ 

formed  by  an  employee  for  his  employer 
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•  •  •;  except  that  such  term  shall  not 

include  remvineration  paid — 

•  •  •  •  • 

(8)  (A)  For  services  for  an  employer  (other 
than  the  United  States  or  any  agency 
thereof)  (i)  performed  by  a  citizen  of  the 
United  States  if,  at  the  time  of  the  pay¬ 
ment  of  such  remuneration,  it  is  reasonable 
to  believe  that  such  remuneration  will  be 
excluded  from  gross  income  under  section 
116  (a),  or  (il)  performed  in  a  foreign  coun¬ 
try  by  such  a  citizen  if,  at  the  time  of  the 
payment  of  such  remuneration,  the  em¬ 
ployer  is  required  by  the  law  of  any  foreign 
country  to  withhold  income  tax  upon  such 
remuneration,  or 

(B)  For  services  for  an  employer  (other 

than  the  United  States  or  any  agency 

thereof)  performed  by  a  citizen  of  the 
United  States  within  a  possession  of  the 
United  States  (other  than  Puerto  Rico),  if 
it  is  reasonable  to  believe  that  at  least  80 
per  centum  of  the  remuneration  to  be  paid 
to  the  employee  by  such  employer  during  the 
calendar  year  will  be  for  such  services,  or 

(C)  For  services  for  an  employer  (other 

than  the  United  States  or  any  agency 

thereof)  performed  by  a  citizen  of  the  United 
States  within  Puerto  Rico,  if  it  is  reasonable 
to  believe  that  during  the  entire  calendar 
year  the  employee  will  be  a  bona  fide  resi¬ 
dent  of  Puerto  Rico,  or 

(Sec.  1621  (a)  (8),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  10,  Pub.  Law  384  (  80th 
Cong.);  sec.  221  (f)  (2),  Revenue  Act  1950; 
sec.  321  (b).  Revenue  Act  1951;  sec.  204  (b). 
Technical  Changes  Act  1953.] 

***** 

Sec.  116.  Exclusions  from  gross  income. 

In  addition  to  the  items  specified  in  sec¬ 
tion  22  (b),  the  following  items  shall  not  be 
included  in  gross  Income  and  shall  be  exempt 
from  taxation  under  this  chapter  [Chap¬ 
ter  1 1 : 

(a)  Earned  income  from  sources  urithout 
the  United  States — (1)  Bona  fide  resident 
of  foreign  country.  In  the  case  of  an  indi¬ 
vidual  citizen  of  the  United  States,  who 
establishes  to  the  satisfaction  of  the  Secre¬ 
tary  that  he  has  been  a  bona  fide  resident  of 
a  foreign  country  or  countries  for  an  un¬ 
interrupted  period  which  Includes  an  entire 
taxable  year,  amounts  received  from  sources 
without  the  United  States  (except  amounts 
paid  by  the  United  States  or  any  agency 
thereof)  if  such  amounts  constitute  earned 
Income  (as  defined  in  paragraph  (3) )  attrib¬ 
utable  to  such  period;  but  such  individual 
shall  not  be  allowed  as  a  deduction  from  his 
gross  income  any  deductions  properly  alloca¬ 
ble  to  or  chargeable  against  amounts  ex¬ 
cluded  from  gross  income  under  this 
paragraph. 

(2)  Presence  in  foreign  country  for  17 
months.  In  the  case  of  an  individual  citi¬ 
zen  of  the  United  States,  who  during  any 
period  of  18  consecutive  months  is  present 
in  a  foreign  country  or  countries  during  at 
least  510  full  days  in  such  period,  amounts 
received  from  sources  without  the  United 
States  (except  amounts  paid  by  the  United 
States  or  any  agency  thereof)  if  such 
amounts  constitute  earned  income  (as  de¬ 
fined  in  paragraph  (3))  attributable  to  such 
period;  but  such  individual  shall  not  be 
allowed  as  a  deduction  from  his  gross  in¬ 
come  any  deductions  properly  allocable  to  or 
chargeable  against  amounts  excluded  from 
gross  income  under  this  paragraph.  If  the 
18-month  period  includes  the  entire  taxable 
year,  the  amount  excluded  under  this  para¬ 
graph  for  such  taxable  year  shall  not  exceed 
$20,000.  If  the  18-month  period  does  not  in¬ 
clude  the  entire  taxable  year,  the  amount 
excluded  under  this  paragraph  for  such  tax¬ 
able  year  shall  not  exceed  an  amount  which 
bears  the  same  ratio  to  $20,000  as  the  num¬ 
ber  of  days  in  the  part  of  the  taxable  year 
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within  the  18-month  period  bears  to  the  total 
number  of  days  in  such  year. 

[Sec.  116  (a)  (1),  (2),  as  amended  by  sec. 
148  (a).  Revenue  Act  1942;  sec.  107,  Revenue 
Act  1943;  sec.  321  (a).  Revenue  Act  1951;  sec. 
204  (a).  Technical  Changes  Act  1953.) 
***** 

§  406.226  Remuneration  for  services 
of  citizens  outside  the  United  States — (a) 
Citizens  in  foreign  countries — (1)  Elimi¬ 
nation  of  double  withholding,  (i)  The 
remuneration  paid  for  services  per¬ 
formed  in  a  foreign  country  for  an  em¬ 
ployer  (other  than  the  United  States  or 
any  agency  or  instrumentality  thereof) 
by  a  citizen  of  the  United  States  does  not 
constitute  wages  and  hence  is  not  subject 
to  withholding,  if  at  the  time  of  the 
payment  of  such  remuneration  the  em¬ 
ployer  is  required  by  the  law  of  any  for¬ 
eign  country  to  withhold  income  tax 
upon  such  remuneration. 

(ii)  The  remuneration  Is  not  exempt 
from  withholding  under  this  subpara¬ 
graph  if  the  employer  is  not  required  by 
the  law  of  a  foreign  country  to  withhold 
income  tax  upon  such  remuneration. 
Mere  agreements  between  the  employer 
and  the  employee  whereby  the  estimated 
income  tax  of  a  foreign  country  is  with¬ 
held  from  the  remuneration  in  anticipa¬ 
tion  of  actual  liability  under  the  law  of 
such  country  will  not  suffice. 

(iii)  The  exemption  from  withholding 
provided  by  this  subparagraph  does  not 
apply  by  reason  of  withholding  of  income 
tax  pursuant  to  the  law  of  a  possession 
or  territory  of  the  United  States  or  of 
a  political  subdivision  of  a  foreign  state. 

(2)  Resident  of  a  foreign  country,  (i) 
The  remuneration  paid  for  services  per¬ 
formed  outside  the  United  States  for  an 
employer  (other  than  the  United  States 
or  any  agency  or  instrumentality  there¬ 
of)  by  a  citizen  of  the  United  States  does 
not  constitute  wages  and  hence  is  not 
subject  to  withholding,  if  at  the  time  of 
payment  it  is  reasonable  to  believe  that 
such  remuneration  will  be  excluded  from 
gross  income  under  the  -  provisions  of 
section  116  (a)  (1). 

(ii)  Section  116  (a)  (1)  provides  that, 
in  the  case  of  an  individual  citizen  of  the 
United  States  who  establishes  to  the 
satisfaction  of  the  Commissioner  that 
he  has  been  a  bona  fide  resident  of  a 
foreign  country  or  countries  for  an  un¬ 
interrupted  period  which  includes  an 
entire  taxable  year,  all  amounts  received 
from  sources  without  the  United  States 
(except  amounts  paid  by  the  United 
States  or  any  agency  or  instrumentality 
thereof)  shall  be  excluded  from  gross 
income  if  such  amounts  constitute 
earned  income,  as  defined  in  section  116 
(a)  (3),  which  is  attributable  to  such 
uninterrupted  period.  See  section  116 
(a)  and  the  regulations  thereunder. 

(iii)  The  employer  may,  in  the  ab¬ 
sence  of  cause  for  a  reasonable  belief  to 
the  contrary,  presume  that  remuneration 
for  services  performed  outside  the 
United  States  during  the  taxable  year, 
or  applicable  portion  thereof,  will  be  ex¬ 
cluded  from  gross  income  under  the 
provisions  of  section  116  (a)  (1)  for  each 
taxable  year  in  respect  of  which  the  em¬ 
ployee  properly  executes  and  files  in 
duplicate  with  the  employer  a  statement 
iu  the  following  form: 
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PROPOSED  RULE  MAKING 


Statement  for  Ci.aiminc  Benefit  of  Section 
116  (a)  (1) 


For  calendar  year _ 

or  fiscal  year 

beginning _ and  ending 


(A)  My  name  is  _ _ _ _  My 

present  address  is  _ _ _  1  am 

employed  by - 

(B)  My  last  address  in  the  United  States 

was _  The  internal  revenue  dis¬ 

trict  in  which  I  filed  my  last  income  tax 
return  is _ _ 


(C)  I _ file  my  income 

(Do  or  do  not) 

tax  return  on  the  calendar-year  basis. 

(D)  I  file  my  income  tax  return  on  the 

basis  of  the  fiscal  year  beginning _ 

_ _  19 _ _  and  ending  _  _ _ _ 


19 _ 

(E)  I  am  a  citizen  of  the  United  States. 

(P)  I  have  been  a  bona  fide  resident  of 
the  following  foreign  country  or  countries, 
namely.  _ _  for  an  uninter¬ 
rupted  period  which  began  on _ _ 

19 _ 

(G)  I  expect  to  remain  a  bona  fide  resident 
of  a  foreign  country  or  countries  from  the 
date  of  this  statement  until  the  end  of  the 
taxable  year  in  respect  of  which  this  state¬ 
ment  is  filed. 

(H)  On  the  basis  of  the  facts  in  my  case  I 
have  good  reason  to  believe  that,  with  respect 
to  the  above  period  of  foreign  residence  fall¬ 
ing  within  the  taxable  year,  I  will  satisfy  the 
bona  fide  foreign-residence  requirement  pre¬ 
scribed  by  section  116  (a)  (1)  of  the  Internal 
Revenue  Code. 

(I)  I  understand  that  any  exemption  from 
withholding  of  tax  permitted  by  reason  of 
the  filing  of  this  statement  is  not  a  determi¬ 
nation  by  the  Commissioner  of  Internal  Rev¬ 
enue  that  any  remuneration  paid  to  me  for 
any  services  performed  during  the  taxable 
year  is  excludable  from  gross  Income  under 
the  provisions  of  section  116  (a)  (1)  of  the 
Internal  Revenue  Code. 

I  declare  under  the  penalties  of  perjury 
that  this  statement  has  been  examined  by 
me  and  to  the  best  of  my  knowledge  and 
belief  is  true  and  correct. 


(Signature  of  taxpayer) 
Date: _ _  19 _ _ 


(iv)  If  with  respect  to  any  employee 
the  employer  was  entitled  to  presume 
for  the  two  consecutive  taxable  years 
immediately  preceding  the  employee’s 
current  taxable  year  that  the  employee’s 
remuneration  for  services  performed 
outside  the  United  States  during  such 
preceding  taxable  years  would  be  ex¬ 
cluded  from  gross  income  under  the 
provisions  of  section  116  (a)  (1) ,  he  may, 
if  such  employee  is  residing  in  a  foreign 
country  on  the  first  day  of  such  current 
taxable  year,  presume  that,  in  the  ab¬ 
sence  of  cause  for  a  reasonable  belief  to 
the  contrary,  the  remuneration  for  serv¬ 
ices  performed  outside  the  United  States 
during  such  current  taxable  year  will  be 
excluded  from  gross  income  under  the 
provisions  of  section  116  (a)  (1). 

(3)  Physical  presence  in  a  foreign 
country,  (i)  'The  remuneration  paid 
for  services  performed  outside  the  Unitod 
States  for  an  employer  (other  than  the 
United  States  or  any  agency  or  in¬ 
strumentality  thereof)  by  a  citizen  of 
the  United  States  does  not  constitute 
wages  and  hence  is  not  subject  to  with¬ 


holding,  if  at  the  time  of  payment  it  is 
reasonable  to  believe  that  such  remun¬ 
eration  will  be  excluded  from  gross  in¬ 
come  under  the  provisioirs  of  section  116 

(a)  (2). 

(ii)  Section  116  fa)  (2)  provides  that, 
in  the  case  of  an  individual  citizen  of 
the  United  States  who  during  any  period 
of  18  consecutive  months  is  present  in  a 
foreign  country  or  countries  during  at 
least  510  full  days  in  such  period, 
amounts  received  from  sources  without 
the  United  States  (except  amounts  paid 
by  the  United  States  or  any  agency  or 
instrumentality  thereof)  shall  be  ex¬ 
cluded  from  gross  income  if  such 
amounts  constitute  earned  income,  as 
defined  in  section  116  (a)  (3),  which  is 
attributable  to  such  period.  However, 
the  total  amount  so  excluded  from  gross 
income  under  the  provisions  of  such  sec¬ 
tion  shall  not  exceed  $20,000  for  each 
taxable  year  if  the  18-month  period  in¬ 
cludes  the  entire  taxable  year.  If  the 
18-month  period  does  not  include  the 
entire  taxable  year,  the  amount  ex¬ 
cluded  from  gross  income  under  such 
section  for  such  taxable  year  shall  not 
exceed  an  amount  which  bears  the  same 
ratio  to  $20,000  as  the  number  of  days 
in  the  part  of  the  taxable  year  within 
the  18-month  period  bears  to  the  total 
number  of  days  in  such  year.  See  sec¬ 
tion  116  (a)  and  the  regulations  there¬ 
under. 

(iii)  The  employer  may,  in  the  absence 
of  cause  for  a  reasonable  belief  to  the 
contrary,  presume  that  remuneration  for 
services  performed  outside  the  United 
States  during  the  taxable  year,  or  ap¬ 
plicable  portion  thereof,  will  be  excluded 
from  gross  income  under  the  provisions 
of  section  116  (a)  (2)  for  each  taxable 
year  in  respect  of  which  the  employee 
properly  executes  and  files  in  duplicate 
with  the  employer  a  statement  in  the 
form  set  forth  below.  The  presumption 
shall  not  apply  after  the  total  payments 
made  during  the  taxable  year  of  the 
employee  equal  $20,000  or  such  lesser 
amount  as  may  be  allowable  under  sec¬ 
tion  116  (a)  (2)  on  the  basis  of  the  facts 
shown  in  such  statement. 

Statement  for  Claiming  Benefit  of  Section 
116  (a)  (2) 

For  calendar  year _ _ 

or  fiscal  year 

beginning _ and  ending _ 

(A)  My  name  is  _  My  present 

address  is  _ _  1  am  employed  by 

(B)  My  last  address  in  the  United  States 

was _ _  The  Internal  reve¬ 

nue  district  in  which  1  filed  my  last  income 
tax  return  is _ _ 

(C)  1 _ file  my  Income 

(Do  or  do  not) 

tax  return  on  the  calendar-year  basis. 

(D)  I  file  my  income  tax  return  on  the 

basis  of  the  fiscal  year  beginning _ _ 

_ _ _  19 _ _  and  ending _ _  19 _ _ 

(E)  I  am  a  citizen  of  the  United  States. 

(P)  Except  for  occasional  absences  which 

have  not  disqualified  me  for  the  benefit  of 
section  116  (a)  (2)  of  the  Internal  Revenue 
Code,  I  have  been  present  in  the  following 

foreign  country  or  countries,  namely _ , 

during  the  period  of  time  which  began  on 
- -  19 - - 


(G)  I  expect  to  be  present  in  a  foreign 
country  or  countries,  except  for  occasional 
absences  not  disqualifying  me  for  the  benefit 
of  section  116  (a)  (2),  from  the  date  of  this 
statement  until  the  end  of  the  taxable  year 
in  respect  of  which  this  statement  is  filed,  or, 
if  not  for  such  period,  from  the  date  of  this 
statement  until  the  following  date  within 

such  taxable  year,  namely,  _ _ _ _ _  _ _ _ 

19 . 

(H)  On  the  basis  of  the  facts  in  my  case 
I  have  good  reason  to  believe  that,  with  re¬ 
spect  to  the  above  period  of  presence  in  a 
foreign  country  or  countries  falling  within 
the  taxable  year.  I  will  satisfy  the  510  full- 
day  requirement  prescribed  by  section  116 
(a)  (2)  of  the  Internal  Revenue  Code. 

(I)  In  the  event  I  become  disqualified  for 
the  exclusion  provided  by  section  116  (a) 
(2)  in  respect  of  all  or  part  of  the  above 
period  of  presence  in  a  foreign  country  or 
countries  falling  within  the  taxable  year,  I 
will  immediately  notify  my  employer,  giving 
sufficient  facts  to  indicate  the  part,  if  any, 
of  such  period  falling  within  such  year  in 
respect  of  which  I  am  qualified  for  such 
exclusion. 

(J)  I  understand  that  any  exemption  from 
withholding  of  tax  permitted  by  reason  of 
the  filing  of  this  statement  is  not  a  de¬ 
termination  by  the  Commissioner  of  In¬ 
ternal  Revenue  that  any  remuneration  paid 
to  me  for  any  services  performed  during  the 
taxable  year  is  excludable  from  gross  income 
under  the  provisions  of  section  116  (a)  (2) 
of  the  Internal  Revenue  Code. 

I  declare  under  the  penalties  of  perjury 
that'  this  statement  has  been  examined  by 
me  and  to  the  best  of  my  knowledge  and 
belief  is  true  and  correct. 


(Signature  of  taxpayer) 

Date: . .  19 . 

(4)  General.  The  original  of  each 
statement  filed  with  the  employer  pur¬ 
suant  to  subparagraphs  (2)  and  (3)  of 
this  paragraph  <a)  shall  be  transmitted 
to  the  district  director  with  the  employ¬ 
er’s  return  on  Form  941  required  by 
§  406.601  for  the  quarter  of  the  calendar 
year  within  which  such  statement  Is 
filed.  The  duplicate  copy  shall  be  re¬ 
tained  by  the  employer. 

(b)  Citizens  in  possessions  of  the 
United  States  other  than  Puerto  Rico. 
(1)  Remuneration  paid  for  services 
for  an  employer  (other  than  the  United 
States  or  any  agency  thereof)  performed 
by  a  citizen  of  the  United  States  within 
a  possession  of  the  United  States,  other 
than  Puerto  Rico,  is  not  subject  to  with¬ 
holding.  if  it  is  reasonable  to  believe 
that  at  least  80  percent  of  the  remunera¬ 
tion  to  be  paid  to  the  employee  by  such 
employer  during  the  calendar  year  will 
be  for  such  services. 

(2)  Withholding  is  required  In  the 
case  of  remuneration  paid  to  a  citizen 
of  the  United  States  for  services  per¬ 
formed  as  an  employee  of  the  United 
States  or  any  agency  thereof  in  any 
posses.sion  of  the  United  States,  including 
Puerto  Rico. 

(c)  Citizens  in  Puerto  Rico.  (1)  Re¬ 
muneration  paid  for  services  performed 
within  Puerto  Rico  for  an  employer 
(other  than  the  United  States  or  any 
agency  thereof)  by  a  citizen  of  the 
United  States  is  not  subject  to  with¬ 
holding,  if  it  is  reasonable  to  believe  that 
dui'ing  the  entire  calendar  year  the  em- 
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ployee  will  be  a  bona  fide  resident  of 
Puerto  Rico. 

^2)  In  addition,  the  employer  may.  in 
the  absence  of  cause  for  a  reasonable 
belief  to  the  contrary,  presume  that  an 
employee  will  be  a  bona  fide  resident  of 
Puerto  Rico  during  the  entire  calendar 
year — 

(i)  In  every  case  except  where  the 
employee  is  known  by  the  employer  to 
have  maintained  his  abode  at  a  place 
outside  Puerto  Rico  at  some  time  during 
the  current  or  the  preceding  calendar 
year;  or 

(ii)  In  every  case  where  the  employee 
files  with  the  employer  a  statement  (con¬ 
taining  a  declaration  under  the  penalties 
of  perjury  that  such  statement  is  true  to 
the  best  of  the  employee’s  knowledge 
and  belief)  that  such  employee  has  at 
all  times  during  the  current  calendar 
year  been  a  bona  fide  resident  of  Puerto 
Rico  and  that  he  intends  to  remain  a 
bona  fide  resident  of  Puerto  Rico  during 
the  entire  remaining  portion  of  such  cur¬ 
rent  calendar  year. 

(d)  Reasonable  belief.  The  reason¬ 
able  belief  referred  to  in  subparagraph 
(A),  (B),  or  (C)  of  section  1621  (a)  (8) 
may  be  based  upon  any  evidence  reason¬ 
ably  sufficient  to  induce  such  belief,  even 
though  such  evidence  may  be  insufficient 
upon  closer  examination  by  the  Com¬ 
missioner  or  the  courts  finally  to  estab¬ 
lish  that  the  remuneration  is  excludable 
from  gross  income  under  the  provisions 
of  section  116  (a),  section  116  (1),  or 
section  251. 

5  406.227  Statutory  provisions:  dcfini~ 
tions;  wages;  minister  of  a  church. 

Sec.  1621.  Definttions. 

As  used  in  this  subchaptcr — 

(a)  Wages.  The  term  “wages”  means  all 
remuneration  •  •  •  tor  services  per¬ 

formed  by  an  employee  for  his  em¬ 
ployer  •  •  • :  except  that  such  term  shall 

not  Include  remuneration  paid— 

•  •  •  •  • 

(9)  For  services  performed  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister 
of  a  church  in  the  exercise  of  his  ministry 
or  by  a  member  of  a  religious  order  in  the 
exercise  of  duties  required  by  such  order,  or 

(Sec.  1621  (a)  (9),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  209  (c).  Social  Security  Act 
Amendments  1950.] 

•  *  •  •  • 

§  406.228  Remuneration  for  services 
performed  by  a  minister  of  a  church 
or  by  a  member  of  a  religious  order. 
Remuneration  paid  for  services  per¬ 
formed  by  a  duly  ordained,  commis¬ 
sioned,  or  licensed  minister  of  a  church 
m  the  exercise  of  his  ministry,  or  by  a 
member  of  a  religious  order  in  the  exer¬ 
cise  of  duties  required  by  such  order,  is 
not  subject  to  withholding  under  section 
1622.  The  duties  of  ministers  include 
the  ministration  of  sacerdotal  functions 
and  the  conduct  of  religious  worship,  and 
the  control,  conduct,  and  maintenance 
of  religious  organizations  (including  the 
religious  boards,  societies,  and  other  in¬ 
tegral  agencies  of  such  organizations), 
under  the  authority  of  a  religious  body 
constituting  a  church  or  church  de¬ 
nomination. 


§  406.229  Statutory  provisions;  defini¬ 
tions;  wages;  delivery  or  distribution  of 
newspapers. 

Sec.  1621.  Detinitions. 

As  used  in  this  subchapter — 

(a)  Wages.  The  term  “wages”  means  all 

remuneration  •  •  *  for  services  per¬ 

formed  by  an  employee  for  his  employer 
•  •  *:  except  that  such  term  shall  not 

Include  remuneration  paid — 

•  •  •  •  • 

(10)  (A)  For  services  performed  by  an 
individual  under  the  age  of  eighteen  in  the 
delivery  or  distribution  of  newspapers  or 
shopping  news,  not  including  delivery  or 
distribution  to  any  point  for  subsequent  de¬ 
livery  or  distribution,  or 

(B)  For  services  performed  by  an  indi¬ 
vidual  in,  and  at  the  time  of,  the  sale  of 
newspapers  or  magazines  to  ultimate  con¬ 
sumers.  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold 
by  him  at  a  fixed  price,  his  compensation 
being  based  on  the  retention  of  the  excess  of 
such  price  over  the  amount  at  which  the 
newspapers  or  magazines  are  charged  to  him, 
whether  or  not  he  is  guaranteed  a  minimum 
amount  of  compensation  for  such  service, 
or  is  entitled  to  be  credited  with  the  unsold 
newspapers  or  magazines  turned  back,  or 

(Sec.  1621  (a)  (10),  as  added  by  sec.  209 
(c).  Social  Security  Act  Amendments  1950.] 
•  •  •  •  • 

5  406.230  Remuneration  for  delivery 
and  distribution  of  newspapers,  shopping 
news,  and  magazines — (a)  In  general. 
Subparagraph  (A)  of  section  1621  (a) 
(10)  excepts  from  wages  the  remunera¬ 
tion  for  certain  services  performed  by  an 
employee  under  the  age  of  18  in  the  de¬ 
livery  or  distribution  of  newspapers  or 
shopping  news.  This  exception  is  dealt 
with  in  paragraph  (b)  of  this  section. 
Subparagraph  (B)  of  section  1621  (a) 
(10)  excepts  from  wages  the  remunera¬ 
tion  for  certain  services  in  the  sale  of 
newspapers  or  magazines  without  regard 
to  the  age  of  the  individual  performing 
the  services.  Such  exception  is  dealt 
with  in  paragraph  (c)  of  this  section. 

(b)  Services  of  individuals  under  age 
IS.  Remuneration  for  services  per¬ 
formed  by  an  employee  under  the  age 
of  18  in  the  delivery  or  distribution  of 
newspapers,  or  shopping  news,  not  in¬ 
cluding  delivery  or  distribution  (as,  for 
example,  by  a  regional  distributor)  to 
any  point  for  subsequent  delivery  or  dis¬ 
tribution,  is  excepted  from  wages.  Thus, 
remuneration  for  services  performed  by 
an  employee  under  the  age  of  18  in 
making  house-to-house  delivery  or  sale 
of  newspapers  or  shopping  news,  includ¬ 
ing  handbills  and  other  similar  types  of 
advertising  material,  is  excepted  from 
wages.  The  remuneration  is  excepted 
irrespective  of  the  form  or  method 
thereof.  The  remuneration  for  inci¬ 
dental  services  by  the  employee  who 
makes  the  house-to-house  delivery,  such 
as  services  in  assembling  newspapers,  are 
considered  to  be  within  the  exception. 
The  exception  continues  only  during  the 
time  that  the  employee  is  under  the  age 
of  18. 

(c)  Services  of  individuals  of  any  age. 
Remuneration  for  services  performed  by 
an  employee  in,  and  at  the  time  of,  the 
sale  of  newspapers  or  magazines  to  ulti¬ 
mate  consumers  under  an  arrangement 


under  which  the  newspapers  or  maga¬ 
zines  are  to  be  sold  by  him  at  a  fixed 
price,  his  remuneration  being  based  on 
the  retention  of  the  excess  of  such  price 
over  the  amount  at  which  the  news¬ 
papers  or  magazines  are  charged  to  him, 
is  excepted  from  wages.  The  remunera¬ 
tion  is  excepted  whether  or  not  the  em¬ 
ployee  is  guaranteed  a  minimum  amount 
of  remuneration,  or  is  entitled  to  be  cred¬ 
ited  with  the  unsold  newspapers  or 
magazines  turned  back.  Moreover,  the 
remuneration  is  excepted  without  regard 
to  the  age  of  the  employee.  Remunera¬ 
tion  for  services  performed  other  than  at 
the  time  of  sale  to  the  ultimate  consumer 
is  not  within  the  exception.  Thus,  re¬ 
muneration  for  services  of  a  regional  dis¬ 
tributor  which  are  antecedent  to  but 
not  immediately  part  of  the  sale  to  the 
ultimate  consumer  are  not  within  the 
exception.  However,  remuneration  for 
incidental  services  by  the  employee  who 
makes  the  sale  to  the  ultimate  consumer, 
such  as  services  in  assembling  news¬ 
papers  or  in  taking  newspapers  or  maga¬ 
zines  to  the  place  of  sale,  is  considered 
to  be  within  the  exception. 

§  406.231  Statutory  provisions;  defi¬ 
nitions:  wages:  certain  tax-exempt 
trusts  and  annuity  plans. 

Sec.  1621.  Definitions. 

As  used ‘in  this  subchapter — 

(a)  Wages.  The  term  “wages”  means  all 
remuneration  •  •  •  for  services  per¬ 

formed  by  an  employee  for  his  employer 
•  •  •;  except  that  such  term  shall  not 

include  remuneration  paid — 

•  •  *  •  • 

(12)  To.  or  on  behalf  of,  an  employee  or 
his  beneficiary  (A)  from  or  to  a  trust  ex¬ 
empt  from  tax  under  section  165  (a)  at  the 
time  of  such  payment  unless  such  payment 
is  made  to  an  employee  of  the  trust  as  re¬ 
muneration  for  services  rendered  as  such 
employee  and  not  as  a  beneficiary  of  the 
trust,  or  (B)  under  or  to  an  annuity  plan 
which,  at  the  time  of  such  payment,  meets 
the  requirements  of  section  165  (a)  (3), 
(4).  (5).  and  (6). 

(Sec.  1621  (a)  (12),  as  added  by  sec.  209 
(c).  Social  Security  Act  Amendments  1950.] 
*  *  •  •  * 

§  406.232  Payments  from  or  to  cer¬ 
tain  tax-exempt  trusts  or  under  or  to  cer¬ 
tain  annuity  plans.  Any  payment  from 
or  to  a  trust  or  annuity  plan  is  excepted 
from  wages  if : 

(a)  The  payment  is  made  by  an  em¬ 
ployer,  on  behalf  of  an  employee  or  his 
beneficiary,  into  a  trust  or  annuity  plan, 
if  at  the  time  of  such  payment  the  trust 
is  exempt  from  tax  under  section  165  (a) 
or  the  annuity  plan  meets  the  require¬ 
ments  of  section  165  (a)  (3),  (4),  (5), 
and  (6) ;  or 

(b)  The  payment  is  made  to,  or  on 
behalf  of,  an  employee  or  his  beneficiary 
from  a  trust  or  under  an  annuity  plan,  if 
at  the  time  of  such  payment  the  trust 
is  exempt  from  tax  under  section  165  (a) 
or  the  annuity  plan  meets  the  require¬ 
ments  of  section  165  (a)  (3),  (4),  (5), 
and  (6). 

A  payment  made  to  an  employee  of  a 
trust  exempt  from  tax  under  section  165 
(a)  for  services  rendered  as  an  employee 
of  such  trust  and  not  as  a  beneficiary  of 
the  trust  is  not  within  this  exception. 
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SUBPART  c — DETERMINATION  OF  TAX  H'ajics  paid  after  December  31,  1953.  At  the  election  of  the  employer  with  respect 

,  ./It  ^  employee,  the  employer  shall  deduct  and  withhold  upon  the  wages  paid  to  such 

5  4C6.300  Statutory  provisions ;  deter-  employee  after  December  31.  1953,  a  tax  determined  In  accordance  with  the  following  tables, 
minat.on  of  tax.  which  shall  be  in  lieu  of  the  tax  required  to  be  deducted  and  withheld  under  subsection  (a) : 


Sr,c.  1622.  Income  tax  collected  at 

BOLTRCF. 

(a)  Requirement  of  withholding.  Every 
employer  making  payment  of  wages  shall  de¬ 
duct  and  withhold  upon  such  wages  a  tax 
equal  to  18  |>er  centum  of  the  amount  by 
which  the  wages  exceed  t!ie  number  of  with¬ 
holding  exemptions  claimed  multiplied  by 
the  amjunt  of  one  such  exemption  as  shown 
In  Eub~ectlon  (b)  (1)  •  •  *. 

(See.  1622  (a),  as  added  by  sec.  2  (a),  Cur¬ 
rent  T;  X  Payment  Act  1913,  and  as  amended 
by  sec.  22  (b),  Individual  Income  Tax  Act 
1044;  Fee.  104  (a).  Revenue  Act  1945;  sec.  501, 
Revenue  Act  1948;  sec.  141,  Revenue  Act  1950; 
sec.  231.  Revenue  Act  1951.  | 

(b)  (1)  The  table  referred  to  In  subsec¬ 
tion  (a)  is  as  follows: 


Percentage  Method  Withholding  Tadle 


Amount  of 
one  with- 


Pa3rToll  period 

Weekly  _ 

Biwe'kly _ 

Semimonthly 
Monthly 
Quarterly 
Semiannual.. 
Annual  _ 


holding 
exemption 
$13.00 
26.00 
28. 00 
56. 00 
...  167.00 
333.00 
...  667.00 


Daily  or  miscellaneous  (per  day  of 
such  period) _ _  1.80 


(2)  If  wages  are  paid  with  respect  to  a 
period  w'hich  is  not  a  payroll  period,  the 
withholding  exemption  allowable  with  re¬ 
spect  to  each  payment  of  such  wages  shall 
be  the  exemption  allowed  for  a  miscellaneous 
payroll  period  containing  a  number  of  days 
(including  Sundays  and  holidays)  equal  to 
the  number  of  days  in  the  period  with  re¬ 
spect  to  which  such  wages  are  paid. 

(3)  In  any  case  in  which  wages  are  paid  by 
an  employer  without  regard  to  any  payroll 
period  or  other  period,  the  withholding  ex¬ 
emption  allowable  with  respect  to  each 
payment  of  such  wages  shall  be  the  exemp¬ 
tion  allowed  for  a  miscellaneous  payroll  pe¬ 
riod  containing  a  number  of  days  equal  to  the 
number  of  days  (including  Sundays  and 
holidays)  which  have  elapsed  since  the  date 
of  the  last  payment  of  such  wages  by  such 
employer  during  the  calendar  year,  or  the 
date  of  commencement  of  employment  with 
such  employer  during  such  year,  or  January 
1  of  such  year,  whichever  is  the  later. 

(4)  In  any  case  in  which  the  period,  or 
the  time  described  in  paragraph  (3),  in  re- 
siiect  of  any  wages  is  less  than  one  week,  the 
Commissioner,  under  regulations  prescribed 
by  him  with  the  approval  of  the  Secretary, 
may  authorize  an  employer,  in  computing 
the  tax  required  to  be  deducted  and  with¬ 
held,  to  use  the  excess  of  the  aggregate  of 
the  wages  paid  to  the  employee  during  the 
calendar  week  over  the  withholding  exemp¬ 
tion  allowed  by  this  subsection  for  a  weekly 
payroll  {lerlod. 

(5)  In  determining  the  amount  to  be  de¬ 
ducted  and  withheld  under  this  subsection, 
the  wages  may,  at  the  election  of  the  em¬ 
ployer,  be  computed  to  the  nearest  dollar. 

I  Sec.  1622  (b),  as  added  by  sec.  2  (a).  Cur¬ 
rent  Tax  Payment  Act  1943,  and  as  amended 
by  sec.  22  (b).  Individual  Income  Tax  Act 
1944;  sec.  104  (a).  Revenue  Act  1945;  sec. 
601,  Revenue  Act  1948.) 

(c)  Wage  bracket  withholding — (1) 
(A)  •  •  • 


If  the  Payroll  Period  With  Rispett  to  an  Employee  Is  Weekly 


An<l  the  wages  are- 

And  the  iiudiIht  of  w  ithholdinc  exeiiiDtions  cluinied  is— 
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$184  .... 

32.  80 

27.8(1 

22.  VI 

17.  VI 

12.  VI 

7.  VI 

Z  VI 

0 

0 

0 

0 

$184 . 

$188  .... 

33.  .50 

28.  .50 

23.  VI 

18.  VI 

13.  VI 

8.50 

3.  .50 

0 

0 

0 

0 

$188 . 

$192 . 

34.  20 

29.  20 

24.  20 

19.20 

14.  2(1 

9.20 

4.20 

0 

0 

0 

0 

$192 . 

$196 . 

34.  90 

29.90 

24.  VI 

19.90 

14.  VI 

9.  VI 

4.90 

0 

0 

0 

0 

$190 . 

$200 . 

3.5.60 

30.  «l 

2.5.  VI 

20.  V) 

1.5.  VI 

10.  VI 

.5.60 

.60 

0 

0 

0 

$2' 10 . 

$210 . 

36.90 

31.90 

26.90 

21.90 

16.  VI 

11.90 

6.90 

1.90 

0 

0 

0 

$210 . 

$220 . 

38.  70 

33.70 

28.70 

23.70 

18.70 

13.  70 

8.70 

3.70 

0 

0 

0 

$220 . 

$2:10 . 

41'.  .yi 

35.  .50 

30.  .50 

2,5.  .50 

20.  .VI 

1.5.  VI 

10.  .50 

5.50 

..50 

0 

0 

$2;io . 

$240 . 

42.:i0 

37.30 

32.30 

27.30 

22.  :io 

17.30 

1Z30 

7.30 

2.  VI 

0 

0 

$240 . 

$2.50 . 

44.  10 

39. 1(1 

:t4.  10 

29. 10 

24.  10 

19.  10 

14.  10 

9. 10 

4. 10 

0 

0 

$250 . 

$260 . 

4.5.  90 

40.90 

3.5.90 

30.  VI 

2.5.  VI 

20.  VI 

1.5.90 

10.90 

5.90 

.90 

0 

$2*ai . 

$270 . 

47.70 

42.  70 

37.  70 

32.  7(1 

27.70 

22.7(1 

17.70 

1Z70 

7.70 

Z70 

0 

$270 . 

$280 . 

49.  .VI 

44.  .50 

39.  V) 

34.  .VI 

29.  VI 

24.  Vl 

19.50 

14.50 

9.50 

4..V) 

0 

$280 . 

$290 . 

51.30 

46.  30 

41. ;(() 

.36.  3(1 

31.. 30 

26.  ;i(i 

21.30 

16.3(1 

11.  VI 

6.  VI 

1.30 

$290. . 

$300 . 

53.  10 

48.  10 

43.  10 

38.  1(1 

33.  1(1 

28.  10 

23. 10 

18. 10 

13. 10 

a  10 

3. 10 

$.300 . 

$.320 . 

.5.5.  80 

.50.  80 

45.  VI 

40.  VI 

3.5.80 

30.  VI 

Z5.80 

20.80 

1.5.80 

10.80 

5.  V) 

$320 . 

$340 . 

.59.  40 

.54.40 

49.4(1 

44.4(1 

39.  40 

34.40 

29.40 

24.40 

19.  4(1 

14.4(1 

9.40 

$340 . 

$360 . 

63. 00 

.58.00 

.53.  (H) 

48.00 

43. (Ml 

.38.  (HI 

33.  (HI 

28.00 

23. (Ml 

18.  VI 

13.  V) 

$360 . 

$380 . 

66. 6<l 

61.  VI 

.56.  VI 

51.  VI 

46.  VI 

41.  VI 

36.  Vl 

.31.  VI 

26.  V) 

21.  V) 

16.  V) 

$180 . 

$400 . 

70.  20 

6.5.  20 

60.20 

,55.  20 

.V).  20 

45.20 

40.  20 

35.20 

30.  2(1 

2.5.  2(1 

20.20 

$4<¥( . 

$420 . 

73.80 

68.  80 

63.  VI 

.58.  VI 

.53.  VI 

48.  VI 

43.  VI 

3a  80 

33.  VI 

28.  V) 

23.80 

$420 . 

$440 . 

77.40 

72.4(1 

67. 40 

62.4(1 

57. 40 

.5Z4(I 

47.40 

4Z40 

37.40 

.3Z  40 

27.40 

$410 . 

$400 . 

81.00 

76.  (HI 

71.00 

66.00 

61. (Ml 

.56.00 

51. (Ml 

46.00 

41.00 

.36.  (Ml 

31.  (N) 

$100 . 

$480  .... 

84.60 

79.  VI 

74.  V) 

69.  VI 

(’>4.  VI 

59.  VI 

.54.  V) 

49.  V) 

44.60 

:i9.  VI 

.34.60 

$480  . 

$500 . 

88.20 

83.20 

78.20 

73.20 

68.20 

63.20 

58.20 

53.20 

48.20 

43.20 

38.20 

18  peroent  of  the  excess  over  $500  plus— 

$!«()  and  over . 

90.00 

1  85.00 

\  80.00 

75.00 

70.00 

65.00 

60.00 

55.00 

50.00 

4.5.00 

40.00 
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FEDERAL  REGISTER 


Ir  TH*  Patboll  Period  With  Respect  to  an  Employer  Is  Monthly 


And  the  wages  are — 


And  the  number  of  withholding  exemptions  claimed  is— 


At  least 


$0 . 

$«« . 

$fiO . 

$64 . 

$68 . 

$72 . .1 

$76 . 

$80 . 

$84 . 

$88 . 

$92 . 

$96 . 

$100 _ 

$104 . 

$108 _ 

$112 _ 

$116 . 

$120 . 

$124 . 

$128 . 

$122 . 

$136 . 

$140 . 

$144 . 

$148 . 

$152 _ 

$156 . 

$160 _ 

$164 _ 

$168 . 

$172 _ 

$176 . 

$180 . 

$184 _ 

$188 . 

$192 _ 

$196 . 

$200 . 

$204 . 

$208 . 

$212 _ 

$216 . 

$220 _ 

$224 . 

$228 . 

$232 _ 

$236 . 

$240 _ 

$248 _ 

$256 _ 

$264 _ 

$272... 

$280 _ 

$288 _ 

$296 _ 

$304 _ 

$312 _ 

$320 . 

$328 _ 

$336 . 

$344 . 

$352... 
$360... 
$368... 
$376... 

$384 . 1 

$392 . 

$400 . 

$420 . 

$440 . 

$460 . 

$480 _ 

$500 . 

$520 . 

$540 _ 

$560 . 

$580 . 

$600 . 

$640 . 

$680 . 

$720 . 

$760 _ 

$800 . 

$840 . 

$880 . 

$920 . 

$960 - 


0 

1 

2 

3 

4 

5 

6 

7 

8  1 

9 

10  or 
more 

The  amount  of  tax  to  be  withheld  shall  bo— 


than 


$56 . 

tn%  of 

WACM 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$60 . 

$10.40 

.40 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$64 . 

11.20 

1.20 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$68 . 

11.90 

1.90 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$72 . 

12.60 

2.60 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$78 . 

13.30 

3.30 

0 

0 

0 

0 

0  . 

0 

0 

0 

0 

$80 . 

14.00 

4.00 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$84 . 

14.80 

4.80 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$88 . 

15.50 

5.50 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$92 . 

16.20 

6.20 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$98 . 

16.90 

6.90 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$100 . 

17.60 

7.60 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$104 . 

18.40 

8.40 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$108 . 

19.10 

9.10 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$112 . 

19.80 

9.80 

0 

r  0 

0 

0 

0 

0 

0 

0 

0 

$116 . 

20.50 

10.60 

.60 

0 

0 

0 

0 

0 

0 

0 

0 

$120 . 

21.20 

11.20 

1.20 

0 

0 

0 

0 

0 

0 

0 

0 

$124 . 

22.00 

12.00 

2.00 

0 

0 

0 

0 

0 

0 

0 

0 

$128 . 

22.70 

12.70 

2.  70 

0 

0 

0 

0 

0 

0 

0 

0 

$132 . 

23.40 

13.40 

3.40 

0 

0 

0 

0 

0 

0 

0 

0 

$136 . 

24. 10 

14. 10 

4. 10 

0 

0 

0 

0 

0 

0 

0 

0 

$140 . 

24.80 

14.80 

4.80 

0 

0 

0 

0 

0 

0 

0 

0 

$144 . 

25.60 

15.60 

5.60 

0 

0 

0 

0 

0 

0 

0 

0 

$148 . 

26.30 

16.30 

6.30 

0 

0 

0 

0 

0 

0 

0 

0 

$152 . 

27.00 

17.00 

7.00 

0 

0 

0 

0 

0 

0 

0 

0 

$156..... 

27.70 

17.70 

7.70 

0 

0 

0 

0 

0 

0 

0 

0 

$160 . 

28.40 

ia40 

8.40 

0 

0 

0 

0 

0 

0 

0 

0 

$164 . 

29.20 

19.20 

9.20 

0 

0 

0 

0 

0 

0 

0 

0 

$168 . 

29.90 

19.90 

9.90 

0 

0 

0 

0 

0 

0 

0 

0 

$172 . 

30.60 

20.60 

laeo 

.60 

0 

0 

0 

0 

0 

0 

0 

$176 . 

31.30 

21.30 

11.30 

1.30 

0 

0 

0 

0 

0 

0 

0 

$180 . 

32.00 

22.00 

12.00 

2.00 

0 

0 

0 

0 

0 

0 

0 

$184 . 

32.80 

22.80 

12.80 

2.80 

0 

0 

0 

0 

0 

0 

0 

$188 . 

33.50 

23.50 

13.50 

3.50 

0 

0 

0 

0 

0 

0 

0 

$192 . 

34.20 

24.20 

14.20 

4.20 

0 

0 

0 

0 

0 

0 

0 

$196 . 

34.00 

24.90 

14.90 

4.90 

0 

0 

0 

0 

0 

0 

0 

$200 . 

35.60 

25.60 

15.60 

5.60 

0 

0 

0 

0 

0 

0 

0 

$204 . 

36.40 

26.40 

16.40 

6.40 

0 

0 

0 

0 

0 

0 

0 

$208 . 

37.10 

27.10 

17.10 

7.10 

0 

0 

0 

0 

0 

0 

0 

$212 . 

37.80 

27.80 

17.80 

7.80 

0 

0 

0 

0 

0 

0 

0 

$216 . 

38.50 

28.60 

18.50 

8.50 

0 

0 

0 

0 

0 

0 

0 

$220 . 

39.20 

29.20 

19.20 

9.20 

0 

0 

0 

0 

0 

0 

0 

$224 . 

40.00 

30.00 

20.00 

10.00 

0 

0 

0 

0 

0 

0 

0 

$228 . 

40.70 

30.70 

20.70 

10.70 

.70 

0 

0 

0 

0 

0 

0 

$232 . 

41.40 

31.40 

21.40 

11.40 

1.40 

0 

0 

0 

0 

0 

0 

$236 . 

42.10 

32.10 

22.10 

12.10 

2.10 

0 

0 

0 

0 

0 

0 

$240 . 

42.80 

32.80 

22.80 

12.80 

2.80 

0 

0 

0 

0 

0 

0 

$248 . 

43.90 

33.90 

23.90 

13.90 

3.90 

0 

0 

0 

0 

0 

0 

$256 . 

45.40 

35.40 

25.40 

15.40 

5.40 

0 

0 

0 

0 

0 

0 

$264 . 

46.80 

36.80 

26.80 

16.80 

6.80 

0 

0 

0 

0 

0 

0 

$272..... 

48.20 

38.20 

28.20 

18.20 

8.20 

0 

0 

0 

0 

0 

0 

$280 . 

49.70 

39.70 

29.70 

19.70 

9.70 

0 

0 

0 

0 

0 

0 

$288 . 

51.10 

41.10 

31.10 

21.10 

11.10 

1.10 

0 

0 

0 

0 

0 

$298 . 

52.60 

42.60 

32.60 

22.60 

12.60 

2.60 

0 

0 

0 

0 

0 

$304 . 

54.00 

44.00 

34.00 

24.00 

14.00 

4.00 

0 

0 

0 

0 

0 

$312 . 

55.40 

45.40 

35.40 

25.40 

15.40 

5.40 

0 

0 

0 

0 

0 

$320 . 

56.90 

46.90 

36.90 

26.90 

16.90 

6.90 

0 

0 

0 

0 

0 

$328 . 

58.30 

48.30 

38.30 

28.30 

18.30 

8.30 

0 

0 

0 

0 

0 

$336 . 

69.80 

49.80 

39.80 

29.80 

19.80 

9.80 

0 

0 

0 

0 

0 

$344 . 

61.20 

61.20 

41.20 

31.20 

21.20 

11.20 

1.20 

0 

0 

0 

0 

$352 . 

62.60 

62.60 

42.60 

32.60 

22.60 

12.60 

2.60 

0 

0 

0 

0 

$360 . 

64.10 

54. 10 

44.10 

34. 10 

24.10 

14.10 

4.10 

0 

0 

0 

0 

$368 . 

66.50 

65.50 

45.50 

36.50 

25.50 

15.50 

5.50 

0 

0 

0 

0 

$376 . 

67.00 

67.00 

47.00 

37.00 

27.00 

17.00 

7.00 

0 

0 

0 

0 

$384 . 

68.40 

68.40 

48.40 

38.40 

28.40 

18.40 

8.40 

0 

0 

0 

0 

$392 . 

69.80 

59.80 

49.80 

39.80 

29.80 

19.80 

9.80 

0 

0 

0 

0 

$400 . 

71.30 

61.30 

61.30 

41.30 

31.30 

21.30 

11.30 

1.30 

0 

0 

0 

$420 . 

73.80 

63.80 

63.80 

43.80 

33.80 

23.80 

13.80 

3.80 

0 

0 

0 

$440 . 

77.40 

67.40 

57.40 

47.40 

37.40 

27.40 

17.40 

7.40 

0 

0 

0 

$460 . 

81.00 

71.00 

61.00 

61.00 

41.00 

31.00 

21.00 

11.00 

1.00 

0 

0 

$480 . 

84.60 

74.60 

64.60 

54.60 

44.60 

34.60 

24.60 

14.60 

4.60 

0 

0 

$500 . 

88.20 

78.20 

68.20 

58.20 

48.20 

38.20 

28.20 

18.20 

8.20 

0 

0 

$520 . 

91.80 

81.80 

71.80 

61.80 

51.80 

41.80 

31.80 

21.80 

11.80 

1.80 

0 

$540 . 

95.40 

86.40 

75.40 

65.40 

55.40 

45.40 

35.40 

25.40 

15.40 

5.40 

0 

$560 _ 

99.00 

89.00 

79.00 

69.00 

59.00 

49.00 

39.00 

29.00 

19.00 

9.00 

0 

$580 . 

10Z60 

92.60 

82.60 

72.60 

62.60 

52.60 

42.60 

32.60 

22.60 

1Z60 

2.60 

$600 . 

106.20 

96.20 

86.20 

76.20 

66.20 

56.20 

46.20 

36.20 

26.20 

16.20 

6.20 

$640 . 

111.60 

101.60 

91.60 

81.60 

71.60 

61.60 

51.60 

41.60 

31.60 

21.60 

11.60 

$680 . 

118.80 

108.80 

98.80 

88.80 

78.80 

68.80 

68.80 

48.80 

38.80 

28.80 

18.80 

$720 . 

126.00 

116.00 

106.00 

96.00 

86.00 

76.00 

66.00 

56.00 

46.00 

36.00 

26.00 

$760 . 

133.20 

123.20 

113.20 

103.20 

93.20 

83.20 

73.20 

63.20 

53.20 

43.20 

33.20 

$800 . 

140.40 

130.40 

120.40 

110.40 

100.40 

90.40 

80.40 

70.40 

60.40 

50.40 

40.40 

$840 . 

147.60 

137.00 

127.60 

117.60 

107.60 

97.60 

87.60 

77.60 

67.60 

57.60 

47.60 

$880 . 

154.80 

144.80 

134.80 

124.80 

114.80 

104.80 

94.80 

84.80 

74.80 

64.80 

54.80 

$920 . 

162.00 

152.00 

142.00 

132.00 

122.00 

112.00 

102.00 

92.00 

8Z00 

72.00 

6ZOO 

$960 . 

169.20 

159.20 

149.20 

139.20 

129.20 

119.20 

109.20 

99.20 

89.20 

79.20 

69.20 

$1,000... 

176.40 

166.40 

156.40 

146.40 

136.40 

126.40 

116.40 

106.40 

96.40 

86.40 

76.40 

18  percent  of  the  excess  over  $1,000  plus— 
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PROPOSED  RULE  MAKING 


It  the  Patboll  Period  With  Respect  to  an  Employee  Is  a  Daily  Payroll  Period  or  a  Miscellaneocs 

Payroll  Period 


And  the  wajrps  di¬ 
vided  by  the  num¬ 
ber  of  days  in 
such  period  arc — 

And  the  number  of  withholding  exemptions  claimed  is— 

0 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10  or 
more 

At  least 

But  less 
than 

The  amount  of  tax  to  be  withheld  shall  be  the  following  amount  multiplied  by  the  number 
of  days  in  such  period— 

$0 . 

$2.00 _ 

18%  or 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$2  (W . 

$2.25.... 

$0.40 

.05 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$2.  25 . 

$2.  50.... 

.45 

.10 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$2.  .‘iO . 

$2.  75.... 

.45 

.15 

0 

0 

0 

0 

0 

0 

0 

0 

0 

*2.  75 . 

$.3. 00.... 

.50 

.20 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$3.  00 . 

$3.25.... 

.55 

.25 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$.3  25 . 

$3.50.... 

.60 

.30 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$.3.  50 . 

$3.75.... 

,65 

.30 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$3.  75 . 

$4.00.... 

.70 

.35 

.05 

0 

0 

0 

0 

0 

0 

0 

0 

$1.00 . 

$4.25.... 

.75 

.40 

.10 

0 

0 

0 

0 

0 

0 

0 

0 

$1.  25 . 

$4.  ,50.... 

.80 

.45 

.15 

0 

0 

0 

0 

0 

0 

0 

0 

$4  .V) . 

$4.  75.... 

.85 

.50 

.15 

0 

0 

0 

0 

0 

0 

0 

0 

$4.  75 . 

$5. 00.... 

.90 

.55 

.20 

0 

0 

0 

0 

0 

0 

0 

0 

$.5.  00 . 

$5. 2.5.... 

.90 

,60 

.25 

0 

0 

0 

0 

0 

0 

0 

0 

$.V  25 . 

$.5.  50.... 

.95 

.65 

.30 

0 

0 

0 

0 

0 

0 

0 

0 

$5.  50 . 

$5.  75.... 

1.00 

.70 

.35 

.05 

0 

0 

0 

0 

0 

0 

0 

$.5  75 . 

$6.  00 _ 

1.05 

.75 

.40 

.05 

0 

0 

0 

0 

0 

0 

0 

$0.  00 . 

$6.  25.... 

1.10 

.75 

.45 

.10 

0 

0 

0 

0 

0 

0 

0 

$6  25 . 

$6.  .50.... 

1.  15 

.80 

.50 

.15 

0 

0 

0 

0 

0 

0 

0 

$«.  .50 . 

$0.  75.... 

1.20 

.85 

.55 

.20 

0 

0 

0 

0 

0 

0 

0 

$0.  75 . 

$7. 00 _ 

1.25 

.90 

.60 

.25 

0 

0 

0 

0 

0 

0 

0 

$7.  00 . 

$7.  25.... 

1.30 

.95 

.60 

.30 

0 

0 

0 

0 

0 

0 

0 

$7. 25 . 

$7.  .50.... 

1.35 

1.00 

.65 

.35 

0 

0 

0 

0 

0 

0 

0 

$7.  .50 . 

$7.  7.5.... 

1.35 

1.05 

.70 

.40 

.05 

0 

0 

0 

0 

0 

0 

$7.  75 . 

$8.00.... 

1.40 

1.10 

.75 

.45 

.10 

0 

0 

0 

0 

0 

0 

$8.  00 . 

$8.2,5.... 

1.45 

1.15 

.80 

.50 

.15 

0 

0 

0 

0 

0 

0 

$8  25 . 

$8.  .50.... 

1.50 

1.20 

.85 

.50 

.20 

0 

0 

0 

0 

0 

0 

$8.  50 . 

$8.  75 _ 

1.55 

1.20 

.90 

.  55 

.25 

0 

0 

0 

0 

0 

0 

$8.  75 . 

$9.  00.... 

1.60 

1.  25 

.95 

.60 

.30 

0 

0 

0 

0 

0 

0 

$9  00 . 

$9.25.„. 

1.65 

1.30 

1.00 

.65 

.35 

0 

0 

0 

0 

0 

0 

$9.25 . 

$9..50 _ 

1.70 

1.35 

1.05 

.70 

.35 

.05 

0 

0 

0 

0 

0 

$9..50 . 

$9.75 _ 

1.75 

1.40 

1.05 

.75 

.40 

.10 

0 

0 

0 

0 

0 

$9.75 . 

$10.00... 

1.80 

1.45 

1. 10 

.80 

.45 

.15 

0 

0 

0 

0 

0 

$10.00.... 

$10..50... 

1.85 

1.50 

1.20 

.85 

.55 

.20 

0 

0 

0 

0 

0 

$10.50.... 

$11.00... 

1.95 

1.60 

1.30 

.95 

.60 

.30 

0 

0 

0 

0 

0 

$11.00.... 

$11. ,50... 

2.05 

1.70 

1.35 

1.05 

.70 

.40 

.05 

0 

0 

0 

0 

$11..50.... 

$12.00... 

2. 10 

1.80 

1.45 

1.15 

.80 

.45 

.15 

0 

0 

0 

0 

$12.00.... 

$12.50... 

2.20 

1.90 

1.55 

1.20 

.90 

..55 

.25 

0 

0 

0 

0 

I12..50.... 

$13.00... 

2.30 

1.95 

1.65 

1.30 

1.00 

.65 

.30 

0 

0 

0 

0 

$13.00.... 

$13.50... 

2.40 

2.05 

1.75 

1.40 

1.05 

.75 

.40 

.10 

0 

0 

0 

$13.50.... 

$14.00... 

2.  .50 

2.15 

1.80 

l.f)0 

1.15 

.85 

..50 

.15 

0 

0 

0 

$14.00.... 

$14.50... 

2.55 

2.25 

1.90 

1.60 

1.25 

.90 

.60 

.25 

0 

0 

0 

$14.50.... 

$1,5.00... 

2.65 

2.35 

2.00 

1.65 

1.35 

1.00 

.70 

.35 

0 

0 

0 

$15.00.... 

$15.,50... 

2.  75 

2.40 

2. 10 

1.75 

1.45 

1. 10 

.75 

.45 

.10 

0 

0 

$15.50.... 

$16.00... 

2.85 

2.50 

2.20 

1.85 

1.50 

1.20 

.85 

.55 

.20 

0 

0 

$16.00.... 

$16.50... 

2.95 

2.60 

2.25 

1.95 

1.60 

1.30 

.95 

.60 

.30 

0 

0 

$16.50.... 

$17.00... 

3.00 

2.70 

2.35 

2.05 

1.70 

1.35 

1.05 

.70 

.40 

.05 

0 

$17.00.... 

$17..50... 

3. 10 

2.80 

2.45 

2. 10 

1.80 

1.45 

1.15 

.80 

.45 

.15 

0 

$17.50.... 

$18.00... 

3.20 

2.85 

2.55 

2.20 

1.90 

1.55 

1.20 

.90 

*55 

.25 

0 

$18.00.... 

$18.50... 

3.30 

2.95 

2.A5 

2.30 

1.95 

1.65 

1.3C 

1.00 

•  65 

•  35 

0 

$18..50.... 

$19.00... 

3.40 

3.05 

2.70 

2.40 

2.05 

1.75 

1.40 

1.05 

.75 

.40 

.10 

$19.00.... 

$19.50... 

3. 45 

3.15 

2.80 

2.50 

2.15 

1.80 

1.50 

1. 15 

.85 

.50 

.20 

$19.50.... 

$20.00... 

3.55 

3.25 

2.90 

2.55 

2.25 

1.90 

1.60 

1.25 

.90 

,60 

.25 

$20.00.... 

$21.00... 

3.70 

3.35 

3.05 

2.70 

2.35 

2.05 

1.70 

1.40 

1.05 

.75 

.40 

$31.00.... 

$22.00... 

3.85 

3.55 

3.20 

2.90 

2.55 

2.25 

1.90 

1.55 

1.25 

.90 

.60 

$22.00.... 

$23.00... 

4.05 

3.70 

3.40 

3.05 

2.  75 

2.40 

2. 10 

1.75 

1.40 

1.10 

•  75 

$33.00.... 

$24.00... 

4.25 

3.90 

3.55 

3.25 

2.90 

2.60 

2.25 

1.95 

1.60 

1.25 

.95 

$24.00.... 

$25.00... 

4.40 

4. 10 

3.75 

3.40 

3. 10 

2.75 

2.45 

2. 10 

1.80 

1.45 

1. 10 

$25.00.... 

$26.00... 

4.60 

4.25 

3.95 

3.60 

3.25 

2.95 

2.60 

2.30 

1.95 

1.65 

1.30 

$26.00.... 

$27.00... 

4.  75 

4. 45 

4. 10 

3.80 

3.45 

3.15 

2.80 

2.  45 

2. 15 

1.80 

1.50 

$27.00.... 

$28.00... 

4.95 

4.60 

4.30 

3.95 

3.65 

3.30 

3.00 

2.65 

2.30 

2.00 

1.65 

$28.00.... 

$29.00... 

5.15 

4.80 

4.  45 

4. 15 

3.80 

3.50 

3. 15 

2.85 

2.50 

2.15 

1.85 

$30.00.... 

$30.00... 

5.30 

5.00 

4.65 

4.30 

4.00 

3.65 

3.35 

3.00 

2.70 

2.35 

2.00 

$30.00  and  over..... 

18  percent  of  the  excess  over  $30  plus— 

6.40 

5.05 

4.75 

4.40 

4.10 

3.75 

3.45 

3. 10 

2.75 

2.45 

2.10 

(2)  If  wages  are  paid  with  respect  to  a 
period  which  is  not  a  payroll  period,  the 
amount  to  be  deducted  and  withheld  shall 
be  that  applicable  in  the  case  of  a  miscellane¬ 
ous  pa3rroll  period  containing  a  number  of 
days  (including  Sundays  and  holidays)  equal 
to  the  number  of  days  in  the  period  with  re¬ 
spect  to  which  such  wages  are  paid. 

(3)  In  any  case  in  which  wages  are  paid 
by  an  employer  without  regard  to  any  pay¬ 
roll  period  or  other  pieriod,  the  amount  to 
be  deducted  and  withheld  shall  be  that  ap¬ 
plicable  in  the  case  of  a  miscellaneous  payroll 
period  containing  a  number  of  days  equal  to 
the  number  of  days  (Including  Sundays  and 
holidays)  which  have  elapsed  since  the  date 
of  the  last  payment  of  such  wages  by  such 
employer  during  the  calendar  year,  or  the 
date  of  commencement  of  employment  with 
such  employer  during  such  year,  or  January 
1  of  such  year,  whichever  is  the  later. 

(4)  In  any  case  in  which  the  period,  or  the 
time  described  In  paragraph  *(3),  In  respiect 
of  any  wages  Is  less  than  one  week,  the  Com¬ 


missioner,  under  regulations  prescribed  by 
him  with  the  approval  of  the  Secretary,  may 
authorize  an  employer  to  determine  the 
amount  to  be  deducted  and  withheld  under 
the  tables  applicable  in  the  case  of  a  weekly 
payroll  period,  in  which  case  the  aggregate 
of  the  wages  paid  to  the  employee  during 
the  calendar  week  shall  be  considered  the 
weekly  wages. 

(5)  If  the  wages  exceed  the  highest  wage 
bracket.  In  determining  the  amount  to  be 
deducted  and  withheld  under  this  subsection, 
the  wages  may,  at  the  election  of  the  em¬ 
ployer,  be  computed  to  the  nearest  dollar. 

(Sec.  1622  (c),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  22  (c),  Individual  Income 
Tax  Act  1944;  sec.  104  (b).  Revenue  Act  1945; 
sec.  502,  Revenue  Act  1948;  sec.  142,  Revenue 
Act  1950;  sec.  202,  Revenue  Act  1951.] 

•  *  •  *  • 

Sec.  1621.  Definittons. 

As  used  In  this  subchapter — 

•  •  •  •  • 


(b)  Payroll  period.  The  term  "payroll  pe¬ 
riod”  means  a  period  for  which  a  payment 
of  wages  is  ordinarily  made  to  the  employee 
by  his  employer,  and  the  term  ‘‘miscellane¬ 
ous  payroll  period”  means  a  payroll  period 
other  than  a  daily,  weekly,  biweekly,  semi¬ 
monthly,  monthly,  quarterly,  semiannual,  or 
annual  payroll  period. 

(Sec.  1621  (b).  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943.] 

***** 

§  406.301  Payroll  period,  (a)  The 
term  “payroll  period”  means  the  period 
of  service  for  which  a  payment  of  wages 
is  ordinarily  made  to  an  employee  by 
his  employer.  It  is  immaterial  that  the 
wages  are  not  always  paid  at  regular 
intervals.  For  example,  if  an  employer 
ordinarily  pays  a  particular  employee 
for  each  calendar  week  at  the  end  of  the 
week,  but  if  for  some  reason  the  em¬ 
ployee  in  a  given  week  receives  a  pay¬ 
ment  in  the  middle  of  the  week  for  the 
portion  of  the  week  already  elap.sed  and 
receives  the  remainder  at  the  end  of  the 
week,  the  payroll  period  is  still  the  cal¬ 
endar  week ;  or  if,  instead,  that  employee 
is  sent  on  a  3 -week  trip  by  his  employer 
and  receives  at  the  end  of  the  trip  a 
single  wage  payment  for  three  weeks’ 
services,  the  payroll  period  is  still  the 
calendar  week,  and  the  wage  payment 
shall  be  treated  as  though  it  were  three 
separate  weekly  wage  payments. 

(b)  For  the  purpose  of  section  1622, 
an  employee  can  have  but  one  payroll 
period  with  respect  to  wages  paid  by  any 
one  employer.  Thus,  if  an  employee  is 
paid  a  regular  wage  for  a  weekly  payroll 
period  and  in  addition  thereto  is  paid 
supplemental  wages  (for  example,  bo¬ 
nuses)  determined  with  respect  to  a  dif¬ 
ferent  period,  the  payroll  period  is  the 
weekly  payroll  period.  For  computation 
of  tax  on  supplemental  wage  payments 
see  §  406.306. 

(c)  The  term  "miscellaneous  payroll 
period”  means  a  payroll  period  other 
than  a  daily,  weekly,  biweekly,  semi¬ 
monthly,  monthly,  quarterly,  semi¬ 
annual,  or  annual  payroll  period. 

§  406.302  Requirement  of  withhold- 
ing.  Section  1622  provides,  at  the  elec¬ 
tion  of  the  employer,  alternative 
methods  for  computing  the  income  tax 
collected  at  source  on  wages.  Under 
the  percentage  method  of  withholding, 
the  employer  is  required  to  deduct  and 
withhold  a  tax  computed  in  accordance 
with  the  provisions  of  section  1622  (a). 
Under  the  wage  bracket  method  of  with¬ 
holding.  the  employer  is  required  to  de¬ 
duct  and  withhold  a  tax  determined  in 
accordance  with  the  tables  provided  in 
subsection  (c)  of  section  1622.  The  em¬ 
ployer  may  elect  to  use  the  percentage 
method  in  the  case  of  one  group  of  em¬ 
ployees  and  the  wage  bracket  method  in 
the  case  of  another  group  of  employees. 

§  406.303  Percentage  method  with¬ 
holding — (a)  In  general.  (1)  The  per¬ 
centage  method  of  computing  the 
amount  of  tax  to  be  withheld  makes  use 
of  the  percentage  method  withholding 
table  contained  in  section  1622  (b)  (1). 
This  table  shows  with  respect  to  each  of 
the  designated  pajroll  periods  the 
amount  allowable  for  one  withholding 
exemption.  The  amount  of  the  with¬ 
holding  exemption  allowable  with  respect 
to  a  particular  payroll  period  depends 
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upon  the  number  of  withholding  exemp¬ 
tions  claimed. 

(2)  The  steps  in  computing  the  tax 
under  such  method  are  summarized  as 
follows: 

step  1.  Determine  the  amount  of  one 
withholding  exemption  for  the  particular 
payroll  period  from  the  percentage  method 
withholding  table. 

Step  2.  Multiply  the  amount  of  one  with¬ 
holding  exemption  by  the  number  of  ex¬ 
emptions  claimed  by  the  employee. 

Step  3.  Subtract  the  amount  determined 
In  step  2  from  the  employee’s  wages. 

Step  4.  Multiply  the  difference  by  the 
applicable  percentage  figure  under  section 
1622  (a). 

The  result  is  the  amount  of  tax  to  be 
withheld. 

Example.  Dvirlng  a  year  In  which  the  ef¬ 
fective  rate  under  the  percentage  method  of 
withholding  Is  0.18,  an  employee  has  a 
weekly  payroll  period,  for  which  he  Is  paid 
$75,  and  has  In  effect  a  withholding  certifi¬ 
cate  claiming  three  exemptions.  His  em¬ 
ployer,  using  the  percentage  method,  com¬ 
putes  the  tax  to  be  withheld  as  follows: 


Step  1: 

Amount  of  one  withholding  exemp¬ 
tion _ _ _ _ _ _ _ $13.  00 

Step  2: 

Multiplied  by  number  of  exemp¬ 
tions  claimed  on  Form  W-4 _  X3 


Total  withholding  exemption..  39. 00 
Step  3: 

Total  wage  payment _  75.  00 

Less  amount  determined  in  step  2.  39.  00 


Balance  subject  to  tax........  36. 00 

Step  4: 

Tax  to  be  withheld  (balance  multi¬ 
plied  by  0.18) . .  6.48 


(b)  Established  payroll  periods,  other 
than  daily  or  miscellaneous,  as  shown  in 
percentage  method  withholding  table. 
The  amount  of  one  withholding  exemp¬ 
tion,  allowable  with  respect  to  each  of 
the  established  payroll  periods  contained 
in  the  percentage  method  withholding 
table,  is  determined  by  reference  to  the 
line  applicable  to  such  payroll  period  and 
without  reference  to  the  time  the  em¬ 
ployee  is  actually  engaged  in  the  per¬ 
formance  of  services  during  such  payroll 
period. 

Example  (I).  During  1954  employee  C  has 
a  semimonthly  payroll  period.  The  num¬ 
ber  of  withholding  exemptions  claimed  by  C 
Is  two.  C’s  wages  are  determined  at  the  rate 
of  $1.20  per  hour.  During  a  certain  pa3n’oll 
period  he  works  only  40  hours  and  earns  $48. 
Although  C  worked  only  40  hours  during  the 
semimonthly  payroll  period,  the  applicable 
withholding  exemption  Is  $28,  and  the 
amount  of  two  withholding  exemptions,  or 
•56.  Is  allowable.  Since  the  amount  of  the 
wages  paid  for  the  semimonthly  payroll  pe¬ 
riod  Is  less  than  the  amount  allowed  for  two 
withholding  exemptions  for  such  period,  the 
employer  is  not  required  to  withhold  any 
tax. 

Example  (2).  During  1954  employee  D  has 
a  weekly  pajrroll  period.  The  number  of 
withholding  exemptions  claimed  by  D  Is  two. 
D’s  wages  are  determined  at  the  rate  of  $1.20 
per  hour.  During  a  certain  payroll  period 
D  works  30  hours  and  earns  $36.  Although 
D  worked  only  30  hours  during  the  weekly 
pa3rroll  period,  the  applicable  withholding 
exemption  Is  $13,  and  the  amount  of  two 
withholding  exemptions,  or  $26,  Is  allowable. 
The  balance  of  $10  is  subject  to  withholding. 

(c)  Periods  to  which  the  daily  or  mis~ 
cellaneous  withholding  exemption  is  ap¬ 


plicable — (1)  In  general.  The  percent¬ 
age  method  withholding  table  shows  for 
a  daily  or  miscellaneous  payroll  period 
the  withholding  exemption  allowable 
with  respect  to  one  day.  Thus,  in  com¬ 
puting  the  withholding  exemption  allow¬ 
able  with  respect  to  a  particular  miscel¬ 
laneous  payroll  period,  the  withholding 
exemption  shown  in  the  table  for  one 
day  of  such  period  and  the  wages  paid 
for  the  period  must  be  placed  on  a  com¬ 
parable  basis.  This  may  be  accom¬ 
plished  by  either  6f  the  following 
methods : 

(1)  Adjust  the  percentage  method 
withholding  table  to  accord  with  the 
number  of  days  in  the  period  by  multi¬ 
plying  the  amount  shown  in  the  table 
as  applicable  per  day  of  a  miscellaneous 
payroll  period  by  the  number  of  days 
in  such  period. 

(ii)  Reduce  the  wages  paid  for  the 
period  to  a  daily  basis  by  dividing  the 
total  wages  by  the  number  of  days  in 
the  period. 

(2)  Period  not  a  payroll  period.  If 
wages  are  paid  for  a  period  which  is  not 
a  payroll  period,  the  withholding  ex¬ 
emption  allowable  with  respect  to  each 
payment  of  such  wages  shall  be  the  ex¬ 
emption  allowed  for  a  miscellaneous  pay¬ 
roll  period  containing  a  number  of  days 
(including  Sundays  and  holidays)  equal 
to  the  number  of  days  in  the  period  with 
respect  to  which  such  wages  are  paid. 

Example.  An  Individual  is  hired  by  a 
contractor  to  perform  services  in  connec¬ 
tion  with  a  building  project.  The  number  of 
withholding  exemptions  claimed  by  such  in¬ 
dividual  is  two.  Wages  were  fixed  at  the  rate 
of  $9  per  day,  to  be  paid  upon  completion  of 
the  project.  The  project  was  completed  dur¬ 
ing  1954  in  12  consecutive  days,  at  the  end 
of  which  period  the  individual  is  paid  wages 
of  $90  for  10  days’  services  performed  dur¬ 
ing  the  period.  For  the  purpose  of  comput¬ 
ing  the  tax  the  amount  of  the  withholding 
exemption  allowable  for  the  12 -day  period 
is  $43.20  (12X  (2X$1.80) ). 

(3)  Wages  paid  without  regard  to  any 
period.  In  the  case  of  wages  paid  without 
regard  to  any  particular  period,  as,  for 
example,  commissions  paid  to  a  salesman 
upon  completion  of  a  sale,  the  withhold¬ 
ing  exemption  is  measured  by  the  num¬ 
ber  of  days  elapsed  (including  Sundays 
and  holidays)  since  the  date  of  the  last 
payment  of  wages  to  such  employee  by 
such  employer  during  the  calendar  year, 
or  the  date  on  which  employment  with 
such  employer  began  during  the  calendar 
year,  or  January  1  of  such  calendar  year, 
whichever  is  the  latest. 

Example.  On  April  2,  1954,  A  was  em¬ 
ployed  by  the  X  Real  Estate  Co.  to  sell  real 
estate  on  a  commission  basis,  commissions 
to  be  paid  only  upon  consummation  of  sales. 
The  number  of  withholding  exemptions 
claimed  by  A  is  one.  On  May  21,  1954,  A  re¬ 
ceived  a  commission  of  $300.  Again,  on 
June  16,  1954,  A  received  a  commission  of 
$400.  The  amount  of  the  withholding 
exemption  with  respect  to  the  commission 
paid  on  May  21  is  $90  ($1.80  x  50).  With  re¬ 
spect  to  the  commission  paid  on  June  16,  the 
amount  of  the  withholding  exemption  is 
$46.80  ($1.80X26). 

(d)  Period  or  elapsed  time  less  than 
one  week.  ( 1 )  It  is  the  general  rule  that 
if  wages  are  paid  for  a  payroll  period  or 
other  period  of  less  than  one  week,  the 
withholding  exemption  allowable  shall  be 


the  exemption  allowable  for  a  daily  pay¬ 
roll  period,  or  a  miscellaneous  payroll 
period  containing  the  same  number  of 
days  (including  Sundays  and  holidays) 
as  the  payroll  period  or  other  period  for 
which  such  wages  are  paid.  The  same 
rule  is  applicable  in  the  case  of  wages 
paid  without  regard  to  a  payroll  period 
or  other  period,  where  the  elapsed  time 
as  determined  in  accordance  with  the 
rule  prescribed  in  paragraph  (c)  of  this 
section  is  less  than  one  week. 

Example  (1).  During  1954  an  employee 
having  a  daily  payroll  period  is  paid  wages 
of  $12  per  day.  ’The  number  of  witholding 
exemptions  claimed  by  such  employee  Is  one. 
The  amount  of  each  such  daily  wage  pay¬ 
ment  subject  to  withholding  Is  $10.20 
($12.00-$1.80). 

Example  (2).  During  1954  an  employee 
works  for  a  certain  employer  for  four  days, 
for  which  he  is  paid  wages  of  $36.  The  num¬ 
ber  of  withholding  exemptions  claimed  by 
the  employee  is  two.  The  amount  of  the 
withholding  exemption  allowable  is  $14.40 
(4  X  $3.60). 

(2)  Under  certain  conditions,  how¬ 
ever,  if  the  payroll  period,  other  period, 
or  elapsed  time  where  wages  are  paid 
without  regard  to  any  period,  is  less 
than  one  week,  the  employer  may,  at 
his  election,  deduct  and  withhold  the 
tax  computed  as  if  the  aggregate  of  the 
wages  paid  to  the  employee  during  the 
calendar  week  were  paid  for  a  weekly 
payroll  period.  Such  election  by  the 
employer  is  limited  to  the  case  of  an 
employee  who  works  for  wages  only  for 
such  employer  during  the  calendar  week. 
Any  employer  electing  to  compute  the 
tax  upon  the  excess  of  the  wages  paid 
during  the  calendar  week  over  the  weekly 
exemption  must  secure  a  statement  in 
writing  from  the  employee,  stating  that 
he  works  for  wages  only  for  such  em¬ 
ployer,  and  that  if  he  should  thereafter 
secure  additional  employment  for  wages, 
he  will  within  10  days  after  the  begin¬ 
ning  of  such  additional  employment, 
notify  such  employer  of  that  fact.  Such 
statement  shall  be  signed  by  the  em¬ 
ployee  and  shall  contain  or  be  verified 
by  a  written  declaration  that  it  is  made 
under  the  penalties  of  perjury.  No  form 
of  statement  is  specified,  but  any  form 
used  must  include  the  contents  speci¬ 
fied  above.  An  employer  electing  to 
compute  the  tax  in  accordance  with 
the  provisions  of  this  paragraph  should 
withhold  from  each  wage  payment  an 
amount  sufficient  to  insure  withholding 
of  the  correct  amount  of  tax. 

(3)  If  such  employee  secures  addi¬ 
tional  employment  for  wages,  such  em¬ 
ployer  may  not  thereafter  use  the  week¬ 
ly  exemption  in  computing  the  amount 
of  tax  to  be  withheld  from  the  wages 
of  such  employee.  In  such  event  the 
daily  or  miscellaneous  exemption  will 
take  effect  as  of  the  beginning  of  the 
first  payroll  period  ending,  or  the  first 
payment  of  wages  made  without  regard 
to  a  payroll  period,  on  or  after  30  days 
from  the  date  on  which  such  employee 
notifies  such  employer  that  he  has  se¬ 
cured  additional  employment  for  wages. 

(4)  To  illustrate  the  use  of  the  weekly 
exemption  in  such  a  case:  Assume  the 
facts  stated  in  example  (2)  of  subpara¬ 
graph  ( 1 )  of  this  paragraph,  except  that 
the  employer  elects  to  use  the  weekly 
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withholding  exemption  after  securing 
the  proper  statement  from  the  employee. 
In  such  case,  the  amount  of  the  with¬ 
holding  exemption  allowable  is  $26 
(2X$13). 

(5)  As  used  in  this  paragraph  the 
term  “calendar  week”  means  a  period  of 
seven  consecutive  days  beginning  with 
Sunday  and  ending  with  Saturday. 

(e)  Rounding  off  of  wage  payment. 
In  determining  the  amount  of  tax  to  be 
deducted  and  withheld  under  the  per¬ 
centage  method,  the  last  digit  of  the 
wage  amount  may,  at  the  election  of  the 
employer,  be  reduced  to  zero,  or  the  wage 
amount  may  be  computed  to  the  nearest 
dollar.  Thus,  if  the  weekly  wage  is 
$45.37,  the  employer  may,  in  determining 
the  amount  of  tax  to  be  deducted  and 
withheld,  reduce  the  last  digit  to  zero  and 
determine  the  tax  on  the  basis  of  a  wage 
payment  of  $45.30  or  he  may  determine 
the  tax  on  the  basis  of  a  wage  payment 
of  $45. 

§  406.304  Wage  bracket  withhold¬ 
ing — (a)  In  general.  The  employer  may 
elect  to  use  the  wage  bracket  method 
provided  in  section  1622  (c)  instead  of 
the  percentage  method  with  respect  to 
any  employee.  The  tax  computed  under 
the  wage  bracket  method  shall  be  in  lieu 
of  the  tax  required  to  be  deducted  and 
withheld  under  section  1622  (a).  Wage 
bracket  withholding  tables  for  weekly, 
biweekly,  semimonthly,  monthly,  and 
daily  or  miscellaneous  payroll  periods 
are  contained  in  section  1622  (c). 

(b)  Established  payroll  periods,  other 
than  daily  or  miscellaneous,  covered  by 
wage  bracket  withholding  tables.  The 
wage  bracket  withholding  tables  con¬ 
tained  in  section  1622  (c)  for  established 
payroll  periods  other  than  daily  or  mis¬ 
cellaneous  should  be  used  in  determining 
the  tax  to  be  withheld  for  any  such 
period  without  reference  to  the  time  the 
employee  is  actually  engaged  in  the  per¬ 
formance  of  services  during  such  payroll 
period. 

Example  (1).  During  1954  employee  C 
has  a  semimonthly  payroU  period.  The  num¬ 
ber  of  withholding  exemptions  claimed  by  C 
is  two.  During  a  certain  payroll  period  C 
works  only  40  hours  and  earns  $48.  Although 
C  worked  only  40  hours  during  the  semi¬ 
monthly  payroll  period,  the  wage  bracket 
withholding  table  for  a  semimonthly  payroll 
period  should  be  used  in  determining  the  tax 
to  be  withheld.  Under  this  table  it  will  be 
found  that  no  tax  is  required  to  be  withheld 
from  a  wage  payment  of  $48  when  two  with¬ 
holding  exemptions  are  claimed. 

Example  (2).  During  1954  employee  D  has 
a  weekly  pa3rroll  period.  The  number  of 
withholding  exemptions  claimed  by  D  is  two. 
D’s  wages  are  determined  at  the  rate  of  $1.20 
per  hour.  During  a  certain  payroll  period  D 
works  30  hours  and  earns  $36.  Although  D 
worked  only  30  hours  during  the  weekly 
payroll  period,  the  wage  bracket  withholding 
table  for  a  weekly  payroll  period  should  be 
used  in  determining  the  tax  to  be  withheld. 
Under  this  table  it  will  be  found  that  $2.00 
is  the  amount  of  tax  to  be  withheld  from  a 
wage  payment  of  $36  when  two  withholding 
exemptions  are  claimed. 

(c)  Periods  to  which  the  table  for  a 
daily  or  miscellaneous  payroll  period  is 
applicable — (1)  In  general.  The  table 
applicable  to  a  daily  or  miscellaneous 
payroll  period  shows  the  tax  on  the 
amount  of  wages  for  one  day.  Where 


the  withholding  is  computed  under  the 
rules  applicable  to  a  miscellaneous  pay¬ 
roll  period,  the  wages  and  the  amounts 
shown  in  the  table  must  be  placed  on  a 
comparable  basis.  This  may  be  accom¬ 
plished  by  either  of  the  following 
methods; 

(1)  Adjust  the  amounts  shown  In  the 
table  to  accord  with  the  number  of  days 
in  the  period  by  multiplying  such 
amounts  by  the  number  of  days  in  such 
period.  The  amount  of  the  tax  required 
to  be  withheld  is  determined  by  applying 
the  table  as  adjusted  to  the  total  wages 
paid  for  the  period. 

(ii)  Reduce  the  wages  paid  for  the  pe¬ 
riod  to  a  daily  basis  by  dividing  the  total 
wages  by  the  number  of  days  in  the 
period.  Apply  the  table  to  the  wages  so 
determined  and  multiply  the  result  by 
the  number  of  days  in  the  period. 

(2)  Period  not  a  payroll  period.  If 
wages  are  paid  for  a  period  which  is  not 
a  payroll  period,  the  amount  to  be  de¬ 
ducted  and  withheld  under  the  wage 
bracket  method  shall  be  the  amount  ap¬ 
plicable  in  the  case  of  a  miscellaneous 
payroll  period  containing  a  number  of 
days  (including  Sundays  and  holidays) 
equal  to  the  number  of  days  in  the  period 
with  respect  to  which  such  wages  are 
paid. 

Example.  During  1954,  an  individual  is 
hired  by  a  contractor  to  perform  services  in 
connection  with  a  construction  project.  The 
number  of  withholding  exemptions  claimed 
by  the  individual  is  two.  Wages  were  fixed  at 
the  rate  of  $9  per  day,  to  be  paid  upon  com¬ 
pletion  of  the  project.  The  project  was  com¬ 
pleted  dviring  1954  in  12  days,  at  the  end  of 
which  period  the  Individual  was  paid  $90. 
representing  wages  for  10  days’  services  per¬ 
formed  during  the  period.  Under  the  wage 
bracket  method  the  amount  to  be  deducted 
and  withheld  from  such  wages  is  determined 
by  dividing  the  amount  of  the  wages  ($90) 
by  the  number  of  days  in  the  period  (12), 
the  result  being  $7.50.  The  amount  of  tax 
required  to  be  withheld  is  determined  under 
the  table  applicable  to  a  miscellaneous  pay¬ 
roll  period.  Under  this  table  the  tax  re¬ 
quired  to  be  withheld  is  $8.40  (12  x  $0.70). 

(3)  Wages  paid  without  regard  to  any 
period.  If  wages  are  paid  without  re¬ 
gard  to  any  period,  as.  for  instance,  com¬ 
missions  paid  to  a  salesman  upon  con¬ 
summation  of  a  sale,  the  amount  of  tax 
to  be  deducted  and  withheld  shall  be 
determined  in  the  same  manner  as  in 
the  case  of  a  miscellaneous  payroll  period 
containing  a  number  of  days  equal  to 
the  number  of  days  (including  Sundays 
and  holidays)  which  have  elapsed  since 
the  date  of  the  last  payment  of  wages 
by  such  employer  during  the  calendar 
year,  or  the  date  of  commencement  of 
employment  with  such  employer  during 
such  year,  or  January  1  of  such  year, 
whichever  is  the  latest. 

Example.  On  April  2.  1954,  A  is  hired  by 
the  X  Real  Estate  Co.  to  sell  real  estate  on  a 
commission  basis,  commissions  to  be  paid 
only  upon  consummation  of  sales.  The  num¬ 
ber  of  withholding  exemptions  claimed  by  A 
is  one.  On  May  21,  1954,  A  receives  a  com¬ 
mission  of  $300.  Again,  on  June  16,  1954, 
A  receives  a  commission  of  $400.  Under 
the  wage  bracket  method,  the  amount  of 
tax  to  be  deducted  and  withheld  in  respect 
of  the  commission  paid  on  May  21  is  $37.50, 
which  amount  is  obtained  by  multiplying 
$0.75  (tax  under  wage  bracket  table  for  a 
daily  or  miscellaneous  payroll  period  where 


wages  are  at  least  $6  but  less  than  $6.25 
a  day)  by  60  (nvimber  of  days  elapsed); 
and  the  amount  of  tax  to  be  withheld 
with  respect  to  the  commission  paid  on 
June  16  is  $62.40,  which  amount  is  obtained 
by  multiplying  $2.40  (tax  under  wage 
bracket  table  for  a  daily  or  miscellaneou.s 
payroll  period  where  wages  are  at  least  $15 
but  less  than  $15.50  a  day)  by  26  (number 
of  days  elapsed). 

(d)  Period  or  elapsed  time  less  than 
one  week.  (1)  It  is  the  general  rule  that 
if  wages  are  paid  for  a  payroll  period 
or  other  period  of  less  than  one  week, 
the  tax  to  be  deducted  and  withheld 
under  the  wage  bracket  method  shall  be 
the  amount  computed  for  a  daily  payroll 
peri(xl,  or  for  a  miscellaneous  payroll 
period  containing  the  same  number  of 
days  (including  Sundays  and  holidays) 
as  the  payroll  period,  or  other  period, 
for  which  such  wages  are  paid.  In  the 
case  of  wages  paid  without  regard  to 
any  period,  if  the  elapsed  time  computed 
as  provided  in  paragraph  .(c)  of  this 
section  is  less  than  one  week,  the  same 
rule  is  applicable. 

Example  {!).  During  1954  an  employee 
having  a  daily  payroll  p>erlod  is  paid  wages  of 
$7  per  day.  The  number  of  withholding  ex¬ 
emptions  claimed  by  the  employee  is  one. 
Under  the  table  applicable  to  a  dally  pay¬ 
roll  period,  the  amount  of  tax  to  be  deduct¬ 
ed  and  withheld  from  each  such  payment  of 
wages  is  $0.95. 

Example  (2).  During  1954  an  individual  is 
hired  for  four  days,  for  which  he  is  paid 
wages  of  $36.  The  number  of  withholding 
exemptions  claimed  by  him  is  two.  The 
amount  of  tax  to  be  deducted  and  withheld 
under  the  wage  bracket  method  is  $4.00 
(4  X  $1.00). 

(2)  If  the  payroll  period,  other  period, 
or  elapsed  time  where  wages  are  paid 
without  regard  to  any  period,  is  less  than 
one  week,  the  employer  may,  under  cer¬ 
tain  conditions,  elect  to  deduct  and 
withhold  the  tax  determined  by  the  ap¬ 
plication  of  the  wage  table  for  a  weekly 
payroll  period  to  the  aggregate  of  the 
wages  paid  to  the  employee  during  the 
calendar  week.  The  election  to  use  the 
weekly  wage  table  in  such  cases  is  sub¬ 
ject  to  the  limitations  and  conditions  pre¬ 
scribed  in  §  406.303  (d)  with  respect  to 
employers  using  the  percentage  method 
in  similar  cases. 

(e)  Rounding  off  of  wage  payment.  In 
determining  the  amount  to  be  deducted 
and  withheld  under  the  wage  bracket 
method  the  wage  amount  may,  at  the 
election  of  the  employer,  be  computed 
to  the  nearest  dollar,  provided  such 
amount  is  in  excess  of  the  highest  wage 
bracket  of  the  applicable  table.  Thus, 
if  the  payroll  period  of  an  employee  is 
weekly  and  the  wage  payment  of  such 
employee  is  $255.25  the  employer  may 
compute  the  tax  on  the  excess  over  $200 
as  if  the  excess  were  $55  instead  of 
$55.25. 

§  406.305  Statutory  provisions;  in¬ 
come  tax  collected  at  source;  supplemen¬ 
tal  wage  payments. 

Sec,  1622.  Income  tax  collected  at  sockc*. 
•  *  «  *  • 

(1)  Overlapping  pay  periods,  and  so  forth- 
If  a  payment  of  wages  is  made  to  an  em¬ 
ployee  by  an  en>ployer — 

(1)  With  respect  to  a  payroll  period  or 
other  period,  any  part  of  which  is  included 
In  a  payroll  period  or  other  period  with  re- 
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spect  to  which  wages  are  also  paid  to  such 
employee  by  such  employer,  or 

(2)  Without  regard  to  any  payroll  period 
or  other  period,  but  on  or  prior  to  the  expira¬ 
tion  of  a  payroll  period  or  other  period  with 
respect  to  which  wages  are  also  paid  to  such 
employee  by  such  employer,  or 

(3)  With  respect  to  a  period  beginning  in 
one  and  ending  In  another  calendar  year,  or 

•  •  •  •  • 
the  manner  of  withholding  and  the  amount 
to  be  deducted  and  withheld  under  this  sub¬ 
chapter  shall  be  determined  in  accordance 
with  regulations  prescribed  by  the  Com¬ 
missioner  with  the  approval  of  the  Secre¬ 
tary  under  which  the  withholding  exemption 
allowed  to  the  employee  in  any  calendar  year 
shall  approximate  the  withholding  exemp¬ 
tion  allowable  with  respect  to  an  annual 
payroll  period. 

(See.  1622  (1),  as  added  by  sec.  2  (a).  Cur¬ 
rent  Tax  Payment  Act  1943.] 

•  •  •  *  * 

§  406.306  Supplemental  wage  pay¬ 
ments — (a)  In  general.  (1)  An  em¬ 
ployee’s  remuneration  may  consist  of 
wages  paid  for  a  payroll  period  and  sup¬ 
plemental  w'ages,  such  as  bonuses,  com¬ 
missions,  and  overtime  pay,  paid  for  the 
same  or  a  different  period,  or  without 
regard  to  a  particular  period.  When 
such  supplemental  wages  are  paid 
(whether  or  not  at  the  same  time  as  the 
regular  wages)  the  amount  of  the  tax  re¬ 
quired  to  be  withheld  under  section  1622 

(a)  (the  percentage  method)  or  under 
section  1622  (c)  (the  wage  bracket 
method)  shall  be  determined  in  accord¬ 
ance  with  either  subparagraph  (2)  or 
(3)  of  this  paragraph. 

(2)  The  supplemental  wages  shall  be 
aggregated  with  the  wages  paid  for  the 
payroll  period,  or,  if  not  paid  concur¬ 
rently,  shall  be  aggregated  with  the 
wages  paid  for  the  last  preceding  pay¬ 
roll  period  within  the  same  calendar 
year  or  the  current  payroll  period,  and 
the  amount  of  tax  to  be  withheld  shall 
be  determined  as  if  the  aggregate  of  the 
supplemental  wages  and  the  regular 
wages  constituted  a  single  wage  payment 
for  the  regular  payroll  period. 

Example  (I).  A  Is  employed  as  a  salesman 
at  a  monthly  salary  of  $100  plus  commis¬ 
sions  on  sales  made  during  the  month.  The 
number  of  withholding  exemptions  claimed 
is  one.  During  January  1954  A  earned  $275 
In  commissions,  which  together  with  the 
salary  of  $100  was  paid  on  February  10,  1954. 
Under  the  wage  bracket  method  the  amount 
of  the  tax  required  to  be  withheld  is  shown 
in  the  table  applicable  to  a  monthly  pa3nroll 
period.  Under  this  table  it  will  be  found 
that  the  amount  of  tax  required  to  be  with¬ 
held  is  $57.00. 

Example  (2).  B  is  employed  at  a  salary 
of  $3,000  per  annum  paid  semimonthly  on 
the  15th  day  and  the  last  day  of  each 
month,  plus  a  bonus  and  commission  de¬ 
termined  at  the  end  of  each  3 -month  pe¬ 
riod.  The  number  of  withholding  exemp¬ 
tions  claimed  is  four.  The  bonus  and  com¬ 
mission  for  the  3-month  period  ending  on 
March  31,  1954,  amount  to  $250,  which  was 
paid  on  April  10,  1954.  Under  the  wage 
bracket  method,  the  amount  of  tax  re¬ 
quired  to  be  withheld  on  the  aggregate  of 
the  bonus  of  $250  and  the  last  preceding 
semimonthly  wage  payment  of  $125,  or  $375, 
is  $46.60.  Since  tax  In  the  amount  of  $2.70 
was  withheld  on  the  semimonthly  wage  pay¬ 
ment  of  $125,  the  amount  to  be  withheld 
on  April  10,  1954,  is  $43.90. 

(3)  If  supplemental  wages  are  paid 
and  tax  has  been  withheld  from  the  em¬ 
ployee’s  regular  wages,  the  employer 


may  determine  the  tax  to  be  withheld 
from  supplemental  wages  by  using  the 
applicable  rate  under  section  1622  (a) 
without  allowance  for  exemption  and 
without  reference  to  any  regular  pay¬ 
ment  of  wages. 

(b)  Special  rule  where  aggregate  with¬ 
holding  exemption  exceeds  wages  paid. 
(1)  If  supplemental  wages  are  paid  to 
an  employee  during  a  calendar  year  for 
a  period  which  involves  two  or  more 
consecutive  payroll  periods  the  wages  for 
which  are  also  paid  during  such  calen¬ 
dar  year  and  the  aggregate  of  the  wages 
paid  for  such  payroll  periods  is  less  than 
the  aggregate  of  the  amounts  deter¬ 
mined  under  the  table  provided  in  sec¬ 
tion  1622  (b)  (1)  as  the  withholding 
exemptions  applicable  for  such  payroll 
periods,  the  amount  of  the  tax  required 
to  be  withheld  on  the  supplemental 
wages  shall  be  computed  as  follows: 

(1)  Determine  an  average  wage  for 
each  of  such  payroll  periods  by  dividing 
the  sum  of  the  supplemental  wages  and 
the  wages  paid  for  such  payroll  periods 
by  the  number  of  such  payroll  periods. 

(ii)  Determine  a  tax  for  each  payroll 
period  as  if  the  amount  of  the  average 
wage  constituted  the  wages  paid  for  such 
payroll  period. 

(iii)  Prom  the  sum  of  the  taxes  com¬ 
puted  on  the  basis  of  the  average  wage 
per  payroll  period  subtract  the  sum  of 
the  taxes  previously  withheld  for  such 
payroll  periods  and  the  remainder,  if 
any,  shall  constitute  the  amount  of  the 
tax  to  be  withheld  upon  the  supple¬ 
mental  wages. 

(2)  The  rules  prescribed  in  this  para¬ 
graph  shall,  at  the  election  of  the  em¬ 
ployer,  be  applied  in  lieu  of  the  rules 
prescribed  in  paragraph  (a)  of  this  sec¬ 
tion  except  that  this  paragraph  shall  not 
be  applicable  in  any  case  in  which  the 
payroll  period  of  the  employee  is  less 
than  one  week. 

Example.  An  employee  has  a  weekly  pay¬ 
roll  period  ending  on  Saturday  oT  each  week, 
the  wages  for  which  are  paid  on  Friday  of 
the  succeeding  week.  On  the  10th  day  of 
each  month  he  is  paid  a  bonus  based  upon 
production  dviring  the  payroll  periods  fear 
which  wages  were  paid  in  the  preceding 
month.  The  employee  was  paid  a  weekly 
wage  of  $64  on  each  of  the  five  Fridays 
occurring  in  January  1954.  On  February  10, 
1954,  the  employee  was  paid  a  bonus  of  $125 
based  upon  production  during  the  five  pay¬ 
roll  periods  covered  by  the  wages  paid  in 
January.  On  the  date  of  payment  of  the 
bonus,  the  employee,  who  is  married  and  has 
three  children,  has  a  withholding  exemption 
certificate  in  effect  claiming  five  withholding 
exemptions.  The  amount  of  the  tax  to  be 
withheld  from  the  bonus  paid  on  February 
10,  1954,  is  computed  as  follows: 


Wages  paid  in  January  1954  for  5 

payroll  periods  (5X$64) _ $320.00 

Bonus  paid  Feb.  10,  1954 _ _  125. 00 


Aggregate  of  wages  and  bonus.  445. 00 


Average  wage  per  payroll  period 

($445^5)  .  89.00 

Computation  of  tax  under  percent¬ 
age  method: 

Withholding  exemptions  (5  X  $13)  _  65.  00 


Remainder  subject  to  tax...  24.00 


Tax  on  average  wage  for  1  week 

(18  percent  of  $24)...... _ _ _  4.32 
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Tax  on  average  wage  for  5  weeks...  $21.  60 
Less:  Tax  previously  withheld  on 
weekly  wage  payments  of  $64 _  None 


Tax  to  be  withheld  on  supple¬ 
mental  wages _  21.  60 


Computation  of  tax  under  wage 
bracket  method: 

Tax  on  $89  wage  under  weekly 
wage  table  ($4.50  per  week  for  5 


weeks) _  22.  50 

Less:  Tax  previously  withheld  on 
weekly  wage  payments  of  $64 
($0.20  per  week  for  5  weeks)..  1.00 


Tax  to  be  withheld  on  supple¬ 
mental  wages _  21.  50 


(c)  Vacation  allowances.  Amounts  of 
so-called  “vacation  allowances’’  shall  be 
subject  to  withholding  as  though  they 
were  regular  wage  pajonents  made  for 
the  period  covered  by  the  vacation.  If 
the  vacation  allowance  is  paid  in  addi¬ 
tion  to  the  regular  wage  payment  for 
such  period,  the  rules  applicable  with 
respect  to  supplemental  wage  payments 
shall  apply  to  such  vacation  allowance. 

§  406.307  Statutory  provisions:  in¬ 
come  tax  collected  at  source;  payroll  pe¬ 
riod  of  more  than  one  year. 

Sec.  1622.  Income  tax  collected  at  sotthce. 
#  «  •  •  • 

(1)  Overlapping  pay  periods,  and  so  forth. 
If  a  payment  of  wages  is  made  to  an  em¬ 
ployee  by  an  employer — 

•  •  •  •  • 

(3)  With  respect  to  a  period  beginning  in 
one  and  ending  in  another  calendar  year,  or 

•  •  •  •  * 

the  manner  of  withholding  and  the  amount 
to  be  deducted  and  withheld  under  this  sub¬ 
chapter  shall  be  determined  in  accordance 
with  regulations  prescribed  by  the  Commis¬ 
sioner  with  the  approval  of  the  Secretary 
under  which  the  withholding  exemption  al¬ 
lowed  to  the  employee  in  any  calendar 
year  shall  approximate  the  withholding  ex¬ 
emption  allowable  with  respect  to  an  annual 
payroll  period. 

(Sec.  1622  (i),  as  added  by  sec,  2  (a).  Cur¬ 
rent  Tax  Payment  Act  1943.] 

•  •  •  *  • 

§  406.308  Wages  paid  for  payroll  pe¬ 
riod  of  more  than  one  year.  If  wages  are 
paid  to  an  employee  for  a  payroll  period 
of  more  than  one  year,  for  the  purpose  of 
determining  the  amount  of  tax  required 
to  be  deducted  and  withheld  in  respect  of 
such  wages — 

(a)  Under  the  percentage  method,  the 
amount  of  the  tax  shall  be  determined 
as  if  such  payroll  period  constituted  an 
annual  payroll  period,  and 

(b)  Under  the  wage  bracket  method, 
the  amount  of  the  tax  shall  be  deter¬ 
mined  as  if  such  payroll  period  consti¬ 
tuted  a  miscellaneous  payroll  period  of 
365  days. 

§  406.309  Statutory  provisions:  in¬ 
come  tax  collected  at  source;  wages  paid 
on  behalf  of  two  or  more  employers. 

Sec.  1622.  Income  tax  collected  at  source. 
•  •  •  •  • 

(1)  Overlapping  pay  periods,  and  so  forth. 
If  a  payment  of  wages  is  made  to  an  em¬ 
ployee  by  an  employer — 

•  •  •  •  • 

(4)  Through  an  agent,  fiduciary,  or  other 
person  who  also  has  the  control,  receipt, 
custody,  or  disposal  of,  or  pays,  the  wages 
payable  by  another  employer  to  such  em¬ 
ployee. 
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the  manner  of  withholding  and  the  amount 
to  be  deducted  and  withheld  under  this  sub¬ 
chapter  shall  be  determined  in  accordance 
with  regulations  prescribed  by  the  Commis¬ 
sioner  with  the  approval  of  the  Secretary 
under  which  the  withholding  exemption 
allowed  to  the  employee  in  any  calendar  year 
shall  approximate  the  withholding  exemp¬ 
tion  allowable  with  respect  to  an  annual 
payroll  iieriod. 

(Sec.  1622  (i),  as  added  by  sec.  2  (a).  Cur¬ 
rent  Tax  Payment  Act  1943.] 

•  •  •  •  • 

§  4C6  310  Wages  paid  on  behalf  of  two 
or  more  employers,  (a)  If  a  payment 
of  wages  is  made  to  an  employee  by  an 
employer  through  an  agent,  fiduciary,  or 
other  person  who  also  has  the  control, 
receipt,  custody,  or  disposal  of,  or  pays 
the  wages  payable  by  another  employer 
to  such  employee,  the  amount  of  the  tax 
required  to  be  withheld  on  each  wage 
payment  made  through  such  agent, 
fiduciary,  or  person  shall,  whether  the 
wages  are  paid  separately  on  behalf  of 
each  employer  or  paid  in  a  lump  sum  on 
behalf  of  all  such  employers,  be  deter¬ 
mined  upon  the  aggi'egate  amount  of 
such  w’age  payment  or  payments  in  the 
same  manner  as  if  such  aggregate 
amount  had  been  paid  by  one  employer. 
Hence,  under  either  the  percentage 
method  or  the  w’age  bracket  method  the 
tax  shall  be  determined  upon  the  aggre¬ 
gate  amount  of  tlie  wage  payment. 

(b)  In  any  such  case,  each  employer 
shall  be  liable  for  the  return  and  pay¬ 
ment’  of  a  pro  rata  portion  of  the  tax 
so  determined,  such  portion  to  be  de¬ 
termined  in  the  ratio  which  the  amount 
contributed  by  the  particular  employer 
bears  to  the  aggregate  of  such  wages. 

(c)  For  example,  three  companies 
maintain  a  central  management  agency 
which  carries  on  the  administrative 
work  of  tlie  several  companies.  The 
central  agency  organization  consists  of 
a  staff  of  clerks,  bookkeepers,  stenog¬ 
raphers,  etc.,  who  are  the  common  em¬ 
ployees  of  the  three  companies.  The 
expenses  of  the  central  agency,  includ¬ 
ing  wages  paid  to  the  foregoing  em¬ 
ployees,  are  borne  by  the  several  com¬ 
panies  in  certain  agreed  proportions. 
Companies  X  and  Y  each  pay  40  per¬ 
cent  and  Company  Z  pays  20  percent. 
The  amount  of  the  tax  required  to  be 
withheld  on  the  wages  paid  to  persons 
employed  in  the  central  agency  should 
be  determined  in  accordance  with  the 
provisions  of  this  section.  In  such  event. 
Companies  X  and  Y  are  each  liable  as 
employers  for  the  return  and  payment 
of  40  percent  of  the  tax  required  to 
be  withheld  and  Company  Z  is  liable 
for  the  return  and  pajonent  of  20  per¬ 
cent  of  the  tax.  (See  §  406.807,  relating 
to  acts  to  be  performed  by  agents.) 

§  4C6.311  Statutory  provisions;  in¬ 
come  tax  collected  at  source;  average 
wages. 

Sec.  1622.  Income  tax  collected  at  source. 

•  •  *  •  * 

(J)  Withholding  on  basis  of  average  wages. 
The  Coiumlssloner  may,  under  regulations 
prescribed  by  him  with  the  approval  of  the 
Secretary,  authorize  employers  (1)  to  esti¬ 
mate  the  wages  which  will  be  paid  to  any 
employee  in  any  quarter  cf  the  calendar 
year,  (2)  to  determine  the  umount  to  be 
deducted  and  withheld  upon  each  payment 
of  wages  to  such  employee  during  such 


quarter  as  If  the  appropriate  average  of  the 
wages  so  estimated  constituted  the  actual 
wages  paid,  and  (3)  to  deduct  and  with¬ 
hold  upon  any  payment  of  wages  tc  such 
employee  during  such  quarter  svich  amount 
as  may  be  necessary  to  adjust  the  amount 
actually  deducted  and  withheld  upon  the 
wages  of  such  employee  during  such  quar¬ 
ter  to  the  amount  required  to  be  deducted 
and  withheld  during  such  quarter  without 
regard  to  this  subsection. 

(Sec.  1622  (J),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943.] 

•  •  •  •  • 

§  406.312  Withholding  on  basis  of 
average  wages.  The  Commissioner  may 
authorize  the  employer  to  withhold  the 
tax  under  section  1622  on  the  basis  of 
the  employee’s  average  estimated  wages, 
with  necessary  adjustments,  for  any 
quarter.  Before  using  such  method  the 
employer  must  receive  authorization 
from  the  Commissioner.  Applications  to 
use  such  method  must  be  accompanied 
by  evidence  establishing  the  need  for  the 
use  of  such  method. 

§  406.313  Statutory  provisions;  income 
tax  collected  at  source;  additional  with¬ 
holding. 

Sec.  1622.  Income  tax  collected  at  source. 
•  •  •  •  • 

(k)  Additional  withholding.  The  Secre¬ 
tary  is  authorized  by  regulations  to  provide, 
under  such  conditions  and  to  such  extent  as 
he  deems  proper,  for  withholding  in  addition 
to  that  otherwise  required  under  this  section 
in  cases  in  which  the  employer  and  the  em¬ 
ployee  agree  (in  such  form  as  the  Secretary 
may  by  regulations  prescribe)  to  such  addi¬ 
tional  withholding.  Such  additional  with¬ 
holding  shall  foi  all  purposes  be  considered 
tax  required  to  be  deducted  and  withheld 
under  this  subchapter. 

{See.  1622  (k).  as  added  by  sec.  203,  Rev¬ 
enue  Act  1951.] 

§  406.314  Additional  withholding. 

(a)  In  addition  to  the  tax  required  to 
be  deducted  and  withheld  in  accordance 
with  the  provisions  of  section  1622,  the 
employer  and  employee  may  agree  that 
an  additional  amount  shall  be  withheld 
from  the  employee’s  wages.  The  agree¬ 
ment  shall  be  in  writing  and  shall  be  in 
such  form  as  the  employer  may  pre¬ 
scribe.  The  agreement  shall  be  effective 
for  such  period  as  the  employer  and  em¬ 
ployee  mutually  agree  upon.  However, 
unless  the  agreement  provides  for  an 
earlier  termination,  either  the  employer 
or  the  employee,  by  furnishing  a  written 
notice  to  the  other,  may  terminate  the 
agreement  effective  with  respect  to  the 
first  payment  of  wages  made  on  or  after 
the  first  “status  determination  date” 
(January  1  and  July  1  of  each  year) 
which  occurs  at  least  30  days  after  the 
date  on  which  such  notice  is  furnished. 

(b)  The  amount  deducted  and  with¬ 
held  pursuant  to  an  agreement  between 
the  employer  and  employee  shall  be  con¬ 
sidered  as  tax  required  to  be  deducted 
and  withheld  under  section  1622.  All 
provisions  of  law  and  regulations  ap¬ 
plicable  with  respect  to  the  tax  required 
to  be  deducted  and  withheld  under  sec¬ 
tion  1622  shall  be  applicable  with  respect 
to  any  amount  deducted  and  withheld 
pursuant  to  the  agreement. 

(c)  The  amount  deducted  and  with¬ 
held  pursuant  to  an  agreement  between 
the  employer  and  employee,  together 
with  the  tax  requiied  to  be  deducted  and 


withheld  under  section  1622,  shall  be 
reported  on  Form  W-2  and  on  Form  941 
as  Federal  income  tax  withheld  from 
wages. 

§  406.315  Statutory  provisions;  income 
tax  collected  at  source;  withholding  ex¬ 
emptions. 

Sec.  1622.  Income  tax  collected  at  source. 
•  •  •  •  • 

(h)  Withholding  exemptions — (1)  In  gen¬ 
eral.  An  employee  receiving  wages  shall  on 
any  day  be  entitled  to  the  following  with¬ 
holding  exemptions: 

(A)  An  exemption  for  himself. 

(B)  One  additional  exemption  for  himself 
if,  on  the  basis  of  facts  existing  at  the  begin¬ 
ning  of  such  day,  there  may  reasonably  oe 
expected  to  be  allowable  an  exemption  under 
section  25  (b)  (1)  (B)  (1)  (relating  to  old 
age)  for  the  taxable  year  under  Chapter  1 
in  respect  of  which  amounts  deducted  and 
withheld  under  this  subchapter  in  the  calen¬ 
dar  year  in  which  such  day  falls  ore  allowed 
as  a  credit. 

(C)  One  additional  exemption  for  himself 
if,  on  the  basis  of  facts  existing  at  the  be¬ 
ginning  of  such  day,  there  may  reasonably  be 
expected  to  be  allowable  an  exemption  under 
section  25  (b)  (1)  (C)  (1)  (relating  to  the 
blind)  for  the  taxable  year  under  Chapter  1 
In  respect  of  which  amounts  deducted  and 
withheld  under  this  subchapter  in  the  calen¬ 
dar  year  in  which  such  day  falls  are  allowed 
as  a  credit. 

(D)  If  the  employee  is  married,  any  ex¬ 
emption  to  which  his  spouse  is  entitled,  or 
would  be  entitled  if  such  spouse  were  an 
employee  receiving  wages,  under  subpara¬ 
graph  (A),  (B),  or  (C),  but  only  if  such 
spouse  does  not  have  in  effect  a  withholding 
exemption  certificate  claiming  such  exemp¬ 
tion. 

(E)  An  exemption  for  each  individual  with 
respect  to  whom,  on  the  basis  of  facts  exist¬ 
ing  at  the  beginning  of  such  day,  there  may 
reasonably  be  expected  to  be  allowable  an 
exemption  under  section  25  (b)  (1)  (D)  for 
the  taxable  year  under  Chapter  1  in  respect 
of  which  amounts  deducted  and  withheld 
under  this  subchapter  irt  the  calendar  year 
in  which  such  day  falls  are  allowed  as  a 
credit. 

(2)  Exemption  certificates. 

(A)  On  commencement  of  employment. 
On  or  before  the  date  of  the  commencement 
of  employment  with  an  employer,  the  em¬ 
ployee  shall  furnish  the  employer  with  a 
signed  v/ithholding  exemption  certificate  re¬ 
lating  to  the  number  of  withholding  exemp¬ 
tions  which  he  claims,  W'hlch  shall  in  no 
event  exceed  the  number  to  which  he  is 
entitled. 

(B)  Change  of  status,  etc.  If,  on  any  day 
during  the  calendar  year,  the  number  of 
withholding  exemptions  to  which  the  em¬ 
ployee  is  entitled  is  less  than  the  number 
of  withholding  exemptions  claimed  by  the 
employee  on  the  withholding  exemption  cer¬ 
tificate  then  in  effect  with  respect  to  him, 
the  employee  shall  within  ten  days  there¬ 
after  furnish  the  employer  with  a  new  with¬ 
holding  exemption  certificate  relating  to  the 
number  of  withholding  exemptions  which 
the  employee  then  claims,  which  shall  in  no 
event  exceed  the  number  to  which  he  is 
entitled  on  such  day.  If,  on  any  day  during 
the  calendar  year,  the  number  of  withhold¬ 
ing  exemptions  to  which  the  employee  is  en¬ 
titled  is  greater  than  the  number  of  with¬ 
holding  exemptions  claimed,  the  employee 
may  furnish  the  employer  with  a  new  with¬ 
holding  exemption  certificate  relating  to  the 
number  of  withholding  exemptions  which 
the  employee  then  claims,  which  shall  in  no 
event  exceed  the  number  to  which  be  is 
entitled  on  such  day. 

(C)  Change  of  status,  etc.,  which  affects 
next  calendar  year.  If  on  any  day  during 
the  calendar  year  the  number  of  withhold- 
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Ing  exemptions  to  which  the  employee  will 
be,  or  may  reasonably  be  expected  to  be, 
entitled  at  the  beginning  of  his  next  taxable 
year  under  Chapter  1  Is  different  from  the 
number  to  which  the  employee  is  entitled 
on  such  day,  the  employee  shall.  In  such 
cases  and  at  such  times  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  may  by 
regulations  prescribe,  furnish  the  employer 
with  a  withholding  exemption  certificate  re¬ 
lating  to  the  number  of  withholding  exemp¬ 
tions  which  he  claims  with  respect  to  such 
next  taxable  year,  which  shall  In  no  event 
exceed  the  number  to  which  he  will  be,  or 
may  reasonably  be  expected  to  be,  so  entitled. 

(3)  When  certificate  takes  effect. 

(A)  First  certificate  furnished.  A  with¬ 
holding  exemption  certificate  furnished  the 
employer  In  cases  In  which  no  previous  such 
certificate  Is  in  effect  shall  take  effect  as  of 
the  beginning  of  the  first  payroll  period  end¬ 
ing,  or  the  first  payment  of  wages  made 
without  regard  to  a  payroll  period,  on  or 
after  the  date  on  which  such  certificate  is 
80  furnished. 

(B)  Furnished  to  take  place  of  existing 
certificate.  A  withholding  exemption  cer¬ 
tificate  furnished  the  employer  in  cases  in 
which  a  previous  such  certificate  is  In  effect 
shall  take  effect  with  respect  to  the  first 
payment  of  wages  made  on  or  after  the  first 
status  determination  date  which  occurs  at 
least  thirty  days  from  the  date  on  which  such 
certificate  is  so  furnished,  except  that  at  the 
election  of  the  employer  such  certificate  may 
be  made  effective  w'ith  respect  to  any  pay¬ 
ment  of  wages  made  on  or  after  the  date  on 
which  such  certificate  Is  so  furnished;  but 
a  certificate  furnished  pursuant  to  para¬ 
graph  (2)  (C)  shall  not  take  effect,  and  may 
not  be  made  effective,  with  respect  to  any 
payment  of  wages  made  in  the  calendar  year 
In  which  the  certificate  Is  furnished.  For 
the  purposes  of  this  subparagraph  the  term 
“status  determination  date”  means  January 
1  and  July  1  of  each  year. 

(4)  Period  during  which  certificate  re¬ 
mains  in  effect.  A  withholding  exemption 
certificate  which  takes  effect  under  this  sub¬ 
section  shall  continue  In  effect  with  respect 
to  the  employer  until  another  such  certificate 
takes  effect  under  this  subsection. 

(5)  Contents  of  certificate.  Withholding 
exemption  certificates  shall  be  In  such  form 
and  contain  such  Information  as  the  Com¬ 
missioner  may,  with  the  approval  of  the  Sec¬ 
retary,  by  regulations  prescribe. 

[Sec.  1622  (h),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  137,  Revenue  Act  1943; 
sec.  22  (d)  and  (f).  Individual  Income  Tax 
Act  1944;  sec.  104  (c).  Revenue  Act  1945; 
sec.  202  (b)  (1),  Revenue  Act  1948.] 
***** 

Sec.  1626.  Penalties. 

***** 

(d)  Penalties  in  respect  of  withholding 
exemption  certificates.  Any  Individual  re¬ 
quired  to  supply  Information  to  his  employer 
under  section  1622  (h)  who  willfully  sup¬ 
plies  false  or  fraudulent  Information,  or  w'ho 
willfully  falls  to  supply  Information  there¬ 
under  which  would  require  an  Increase  In 
the  tax  to  be  withheld  under  section  1622, 
shall.  In  lieu  of  any  penalty  otherwise  pro¬ 
vided,  upon  conviction  thereof,  be  fined  not 
more  than  $500,  or  Imprisoned  for  not  more 
than  one  year,  or  both. 

(Sec.  1626  (d),  as  added  by  sec.  2  (a).  Cur¬ 
rent  Tax  Payment  Act  1943.1 

Sec.  25.  Credits  of  individual  against  net 
income. 

***** 

(b)  Credits  for  both  normal  tax  and 
surtax — (1)  Credits.  There  shall  be  allowed 
for  the  purposes  of  both  the  normal  tax  and 
the  surtax,  the  following  credits  against  net 
income ; 

(A)  An  exemption  of  $600  for  the  tax¬ 
payer;  and  an  additional  exemption  of  $600 


for  the  spouse  of  the  taxpayer  If  a  separate 
return  is  made  by  the  taxpayer,  and  if  the 
spouse,  for  the  calendar  year  in  which  the 
taxable  year  of  the  taxpayer  begins,  has  no 
gross  Income  and  is  not  the  dependent  of 
another  taxpayer; 

(B)  (i)  An  additional  exemption  of  $600 
for  the  taxpayer  if  he  has  attained  the  age 
of  65  before  the  close  of  his  taxable  year; 
and 

(II)  An  additional  exemption  of  $600  for 
the  spouse  of  the  taxpayer  if  a  separate  re¬ 
turn  is  made  by^  the  taxpayer,  and  if  the 
spouse  has  attained  the  age  of  65  before  the 
close  of  such  taxable  year,  and,  for  the  calen¬ 
dar  year  in  which  the  taxable  year  of  the 
taxpayer  begins,  has  no  gross  income  and  is 
not  the  dependent  of  another  taxpayer; 

(C)  (1)  An  additional  exemption  of  $600 
for  the  taxpayer  if  he  is  blind  at  the  close  of 
his  taxable  year;  and 

(ii)  An  additional  exemption  of  $600  for 
the  spouse  of  the  taxpayer  If  a  separate  re¬ 
turn  Is  made  by  the  taxpayer,  and  if  the 
sp>ouse  is  blind  and,  for  the  calendar  year  in 
which  the  taxable  year  of  the  taxpayer  begins, 
has  no  gross  income  and  is  not  the  dependent 
of  another  taxpayer.  For  the  purposes  of 
this  clause  the  determination  of  whether  the 
spouse  is  blind  shall  be  made  as  of  the  close 
of  the  taxable  year  of  the  taxpayer,  unless 
the  spouse  dies  during  such  taxable  year.  In 
which  case  such  determination  shall  be  made 
as  of  the  time  of  such  death; 

(III)  For  the  purposes  of  this  subparagraph 
an  Individual  is  blind  only  if  either:  his  cen¬ 
tral  visual  acuity  does  not  exceed  20/200  in 
the  better  eye  with  correcting  lenses,  or  his 
visual  acuity  is  greater  than  20/200  but  is 
accompanied  by  a  limitation  In  the  fields  of 
vision  such  that  the  widest  diameter  of  the 
visual  field  subtends  an  angle  no  greater 
than  20  degrees; 

(D)  An  exemption  of  $600  for  each  de¬ 
pendent  whose  gross  income  for  the  cal¬ 
endar  year  in  which  the  taxable  year 
of  the  taxpayer  begins  is  less  than  $600, 
except  that  the  exemption  shall  not  be  al¬ 
lowed  in  respect  of  a  dependent  who  has 
made  a  Joint  return  with  his  spouse  under 
section  51  for  the  taxable  year  beginning  in 
such  calendar  year, 

(2)  Determination  of  status.  For  the  pur¬ 
poses  of  this  subsection — 

(A)  The  determination  of  whether  an  In¬ 
dividual  is  married  shall  be  made  as  of  the 
close  of  his  taxable  year,  unless  his  spouse 
dies  during  his  taxable  year,  in  which  case 
such  determination  shall  be  made  as  of  the 
time  of  such  death;  and 

(B)  An  individual  legally  separated  from 
his  spouse  under  a  decree  of  divorce  or  of 
separate  maintenance  shall  not  be  considered 
as  married. 

(3)  Definition  of  dependent.  As  used  In 
this  chapter  the  term  “dependent”  means 
any  of  the  following  persons  over  half  of 
whose  support,  for  the  calendar  year  in  which 
the  taxable  year  of  the  taxpayer  begins,  was 
received  from  the  taxpayer; 

(A)  A  son  or  daughter  of  the  taxpayer,  or 
a  descendant  of  either, 

(B)  A  stepson  or  stepdaughter  of  the  tax¬ 
payer, 

(C)  A  brother,  sister,  stepbrother,  or  step¬ 
sister  of  the  taxpayer, 

(D)  The  father  or  mother  of  the  taxpayer, 
or  an  ancestor  of  either, 

(E)  A  stepfather  or  stepmother  of  the  tax¬ 
payer, 

(F)  A  son  or  daughter  of  a  brother  or  sister 
of  the  taxpayer, 

(G)  A  brother  or  sister  of  the  father  or 
mother  of  the  taxpayer, 

(H)  A  son-in-law,  daughter-in-law,  father- 
in-law,  mother-in-law,  brother-in-law,  or 
sister-in-law  of  the  taxpayer. 

As  used  in  this  paragraph,  the  terms  “broth¬ 
er”  and  “sister”  include  a  brother  or  sister 
by  the  half-blood.  For  the  purposes  of  de¬ 
termining  whether  any  of  the  foregoing  re¬ 


lationships  exist  (1)  a  legally  adopted  child 
of  a  person  or  (2)  a  child  for  which  petition 
for  adoption  was  filed  by  a  person  in  the 
appropriate  court  and  denied  because  of 
mental  incapacity  of  surviving  natural  par¬ 
ent  to  agree  to  such  adoption,  shall  be  con¬ 
sidered  a  child  of  such  person  by  blood.  The 
term  “dependent”  does  not  Include  any  in¬ 
dividual  who  Is  a  citizen  or  subject  of  a  for¬ 
eign  country  unless  such  individual  is  a 
resident  of  the  United  States  or  of  a  country 
contiguous  to  the  United  States.  A  payment 
to  a  wife  which  is  Includible  under  section 
22  (k)  or  section  171  in  the  gross  income  of 
such  wife  shall  not  be  considered  a  payment 
by  her  husband  for  the  support  of  any  de¬ 
pendent. 

[Sec.  25  (b),  as  amended  by  sec.  6  (a). 
Revenue  Act  1940;  secs.  Ill  (a),  113,  Revenue 
Act  1941;  secs.  120  (e)  (1),  131  (a)  (1)  and 
(b).  Revenue  Act  1942;  sec.  103,  Revenue 
Act  1943;  sec.  10  (b).  Individual  Income  Tax 
Act  1944;  sec.  102  (a).  Revenue  Act  1945; 
sec.  201,  Revenue  Act  1948;  sec.  310  (a). 
Revenue  Act  1951;  sec.  3,  Pub.  Law  213  (83d 
Cong.).] 

§  406.316  Withholding  exemptions — 

(a)  In  general.  (1)  An  employee  re¬ 
ceiving  wages  shall  on  any  day  be  en¬ 
titled  to  withholding  exemptions  as  pro¬ 
vided  in  section  1622  (h)  (1).  In  order 
to  receive  the  benefit  of  such  exemptions, 
the  employee  must  file  with  his  employer 
a  withholding  exemption  certificate  as 
provided  in  section  1622  (h)  (2).  See 
§  406.319.  • 

(2)  The  number  of  exemptions  to 
which  an  employee  is  entitled  on  any 
day  depends  upon  his  status  as  single  or 
married,  upon  his  status  as  to  old  age  and 
blindness,  upon  the  number  of  his  de¬ 
pendents,  and,  if  married,  upon  the  num¬ 
ber  of  exemptions  claimed  by  his  spouse. 

(3)  An  employee  is  entitled  to  one 
withholding  exemption  for  himself  and 
he  may  also  be  entitled  to  withholding 
exemptions  for  old  age  and  blindness. 

(b)  Old  age  or  blindness.  If  an  em¬ 
ployee  will  have  attained  65  years  before 
the  end  of  the  taxable  year  he  may  claim 
an  additional  withholding  exemption  on 
account  of  age.  If  the  employee  is  blind, 
he  may  claim  an  additional  withholding 
exemption  for  blindness.  For  the  pur¬ 
poses  of  claiming  a  withholding  exemp¬ 
tion  for  blindness,  an  individual  shall  be 
considered  blind  only  if  either  his  cen¬ 
tral  visual  acuity  does  not  exceed 
20/200  in  the  better  eye  with  correcting 
lenses  or  his  visual  acuity  is  greater  than 
20/200  but  is  accompanied  by  a  limita¬ 
tion  in  the  fields  of  vision  such  that  the 
widest  diameter  of  the  visual  field  sub¬ 
tends  an  angle  no  greater  than  20  de¬ 
grees. 

(c)  Spouse.  (1)  A  married  employee  is 
entitled  to  one  withholding  exemption 
for  himself.  He  is  also  entitled  to  one 
withholding  exemption  for  his  spouse, 
unless  his  spouse  is  employed  and  claims 
the  withholding  exemption  for  herself. 
Thus,  a  married  couple  is  entitled  to  one 
withholding  exemption  for  each  spouse 
and  they  each  may  claim  one  exemption, 
but  if  one  spouse  does  not  claim  his  ex¬ 
emption  the  other  spouse  may  claim  it. 
If  the  employee’s  spouse  will  have  at¬ 
tained  65  years  before  the  end  of  such 
employee’s  taxable  year  and  such  spouse 
has  no  withholding  exemption  certificate 
in  effect  claiming  such  exemption,  the 
employee  may  also  claim  an  additional 
withholding  exemption  on  account  of  the 
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age  of  his  spouse.  If  the  employee’s 
spouse  is  blind  and  has  no  withholding 
exemption  certificate  in  effect  claiming 
such  exemption,  the  employee  may  also 
claim  an  additional  withholding  exemp¬ 
tion  for  the  blindness  of  his  spouse.  If 
both  husband  and  wife  are  employees 
receiving  wages  subject  to  withholding 
and  the  wife  is  over  the  age  of  65  and  has 
in  effect  a  withholding  exemption  cer¬ 
tificate  claiming  only  one  exemption, 
then  the  husband  may  claim  one  ex¬ 
emption  for  her  on  his  certificate. 

(2)  For  the  purpose  of  determining 
the  number  of  withholding  exemptions 
to  which  an  employee  is  entitled  for  him¬ 
self  and  his  spwuse  on  any  day,  the  em¬ 
ployee’s  status  as  a  single  person  or  a 
married  person  and,  if  married,  whether 
a  withholding  exemption  is  claimed  by 
his  spouse  shall  be  determined  as  of  such 
day,  but,  in  the  case  of  a  married  per¬ 
son,  the  withholding  exemption  claimed 
by  an  employee  for  his  spouse  or  on  ac¬ 
count  of  the  age  or  blindness  of  his 
spouse  may  be  claimed  by  the  employee 
for  that  portion  of  his  taxable  year 
which  occurs  after  his  spouse’s  death. 

(d)  Dependent.  (1)  Subject  to  the 
limitations  stated  in  this  paragraph, 
an  employee  shall  also  be  entitled  on  any 
day  to  a  withholding  exemption  for  each 
individual  who  may  be  reasonably  ex¬ 
pected  to  be  his  dependent  for  the  tax¬ 
able  year  beginning  in  the  calendar  year 
in  w’hich  such  day  falls.  For  the  pur¬ 
poses  of  the  withholding  exemption  for 
an  individual  who  may  be  reasonably  ex¬ 
pected  to  be  a  dependent,  the  following 
rules  shall  apply: 

(i)  The  determination  that  an  indi¬ 
vidual  may  or  may  not  be  reasonably  ex¬ 
pected  to  be  a  dependent  shall  be  made 
on  the  basis  of  facts  existing  at  the  be¬ 
ginning  of  the  day  for  which  a  withhold¬ 
ing  exemption  for  such  individual  is  to  be 
claimed.  The  individual  in  respect  of 
w’hom  an  exemption  is  claimed  must  be  in 
existence  and  bear  the  required  relation¬ 
ship  to  the  employee  on  the  day  in  ques¬ 
tion. 

(ii)  The  determination  that  an  indi¬ 
vidual  may  or  may  not  be  reasonably 
expected  to  be  a  dependent  shall  be 
made  for  the  taxable  year  of  the  em¬ 
ployee  under  chapter  1  of  the  Internal 
Revenue  Code  in  respect  of  which 
amounts  deducted  and  withheld  in 
the  calendar  year  in  which  the  day- 
in  question  falls  are  allowed  as  a  credit. 
In  general,  amounts  deducted  and  with¬ 
held  during  any  calendar  year  are  al¬ 
lowed  as  a  credit  against  the  tax  imposed 
by  chapter  1  for  the  taxable  year  which 
begins  in,  or  with,  such  calendar  year. 
For  example,  in  order  for  an  employee  to 
be  able  to  claim  for  a  calendar  year  a 
withholding  exemption  with  respect  to  a 
particular  individual  (other  than  the  em¬ 
ployee’s  spouse)  there  must  be  a  rea¬ 
sonable  expectation  that  the  employee 
will  be  allowed  an  exemption  with  re¬ 
spect  to  such  individual  under  section 
25  (b)  for  his  income  tax  taxable  year. 

(iii)  For  the  employee  to  be  entitled 
on  any  day  of  the  calendar  year  to  a 
withholding  exemption  for  an  individual 
as  a  dependent,  such  individual  must 
on  such  day  be  reasonably  expected  to 
receive  less  than  $600  of  gross  income 


for  such  calendar  year,  receive  over  half 
of  his  support  from  the  employee  dur¬ 
ing  such  calendar  year,  and  be  related 
to  the  employee  in  one  of  the  relation¬ 
ships  specified  in  section  25  (b)  (3). 

(2)  If  an  employee  undertakes  the 
support  of  an  individual  before  July  1  of 
any  calendar  year  and  intends  to  support 
such  individual  for  the  rest  of  such  year, 
it  will  be  considered  reasonable  for  such 
employee  to  claim  for  the  purposes  of 
the  withholding  exemption  that  he  ex¬ 
pects  to  furnish  more  than  half  the  sup¬ 
port  of  such  individual  for  such  calendar 
year. 

(3)  If  a  dependent  of  an  employee  dies 
during  the  calendar  year,  the  withhold¬ 
ing  exemption  for  the  dependent  con¬ 
tinues  for  that  portion  of  the  employee’s 
taxable  year  which  follows  the  de¬ 
pendent’s  death. 

(4)  An  employee  is  not  entitled  to 
claim  a  withholding  exemption  for  an 
individual  otherwise  reasonably  expected 
to  be  a  dependent  of  the  employee  if 
such  individual  is  a  citizen  of  a  foreign 
country,  unless  such  individual  is  at  any 
time  during  the  calendar  year  a  resident 
of  the  United  States,  Canada,  or  Mexico. 

§  406.317  Statutory  provisions:  defini¬ 
tions;  number  of  withholding  exemptions 
claimed. 

Sec.  1621.  Definitions. 

As  used  in  this  subchapter — 

•  •  •  •  • 

(e)  Number  of  withholding  exemptions 
claimed.  The  term  “number  of  withholding 
exemptions  claimed”  means  the  number  of 
withholding  exemptions  claimed  in  a  with¬ 
holding  exemption  certificate  in  effect  under 
section  1622  (h),  except  that  if  no  such  cer¬ 
tificate  is  in  effect,  the  number  of  with¬ 
holding  exemptions  claimed  shall  be  consid¬ 
ered  to  be  zero. 

(Sec.  1621  (e),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  22  (a).  Individual  Income 
Tax  Act  1944.  J 

§  406.318  Number  of  withholding  ex¬ 
emptions  claimed,  (a)  The  term  “num¬ 
ber  of  withholding  exemptions  claimed’’ 
is  defined  in  section  1621  (e).  The  num¬ 
ber  of  withholding  exemptions  claimed 
must  be  taken  into  account  in  detei*min- 
ing  the  amount  of  tax  to  be  deducted 
and  withheld  under  section  1622,  whether 
the  employer  computes  the  tax  in  accord¬ 
ance  with  the  provisions  of  subsection 

(a)  or  subsection  (c)  of  section  1622. 

(b)  The  employer  is  not  required  to 
ascertain  whether  or  not  the  number  of 
withholding  exemptions  claimed  is 
greater  than  the  number  of  withholding 
exemptions  to  which  the  employee  is 
entitled.  If,  however,  the  employer  has 
reason  to  believe  that  the  number  of 
withholding  exemptions  claimed  by  an 
employee  is  greater  than  the  number  to 
which  such  employee  is  entitled,  the  dis¬ 
trict  director  should  be  so  advised. 

(c)  As  to  the  number  of  withholding 
exemptions  to  which  an  employee  is  en¬ 
titled,  see  §  406.316. 

§  406.319  Withholding  exemption  cer¬ 
tificates — (a)  In  general.  Every  em¬ 
ployee  receiving  wages  shall  furnish  his 
employer  a  signed  withholding  exemp¬ 
tion  certificate  on  Form  W-4,  relating  to 
the  number  of  withholding  exemptions 
which  he  claims,  which  shall  in  no  event 


exceed  the  number  to  which  he  Is  en¬ 
titled.  A  withholding  exemption  certifi¬ 
cate  shall  be  furnished  the  employer  by 
such  employee  on  or  before  the  date  of 
the  commencement  of  employment  with 
the  employer.  The  employer  is  required 
to  request  a  withholding  exemption  cer¬ 
tificate  from  each  employee,  but  if  the 
employee  fails  to  furnish  such  certificate, 
such  employee  shall  be  considered  as 
claiming  no  withholding  exemptions. 
Forms  of  certificate  (Form  W-4)  will  be 
supplied  employers  upon  request  to  the 
district  director.  In  lieu  of  the  pre¬ 
scribed  form  of  certificate,  employers 
may  prepare  and  use  a  form  the  pro¬ 
visions  of  which  are  identical  with  the 
prescribed  form.  The  certificate  must 
be  retained  by  the  employer  as  a  sup¬ 
porting  record  of  the  withholding  ex¬ 
emption  claimed.  Section  1622  (h)  (2) 
(B)  provides  for  the  filing  of  a  new  with¬ 
holding  exemption  certificate  when  any 
change  occurs  which  affects  the  number 
of  withholding  exemptions  to  which  an 
employee  is  entitled. 

(b)  Change  in  exemptions.  (1)  If, 
on  any  day  during  the  calendar  year,  the 
number  of  withholding  exemptions  of  an 
employee  is  more  than  the  number  of 
withholding  exemptions  claimed  on  the 
withholding  exemption  certificate  then 
in  effect,  the  employee  may  furnish  the 
employer  with  a  new  withholding  ex¬ 
emption  certificate  on  which  the  em¬ 
ployee  must  in  no  event  claim  more  than 
the  number  of  withholding  exemptions 
to  which  he  is  entitled  on  such  day. 

(2)  If ,  however,  on  any  day  during  the 
calendar  year,  the  number  of  withhold¬ 
ing  exemptions  to  which  the  employee  is 
entitled  is  less  than  the  number  of  with¬ 
holding  exemptions  claimed  on  the  with¬ 
holding  exemption  certificate  then  in 
effect,  the  employee  must  within  10  days 
after  the  change  occurs  furnish  the  em¬ 
ployer  with  a  new  withholding  exemp¬ 
tion  certificate  relating  to  the  number  of 
withholding  exemptions  which  the  em¬ 
ployee  then  claims,  which  must  in  no 
event  exceed  the  number  to  which  he  is 
entitled  on  such  day.  The  number  of 
withholding  exemptions  to  which  an  em¬ 
ployee  is  entitled  decreases  for  any  of  the 
following  reasons: 

(i)  'The  employee’s  wife  (or  husband) 
for  whom  the  employee  has  been  claim¬ 
ing  a  withholding  exemption,  is  divorced 
or  legally  separated  from  the  employee, 
or  claims  her  (or  his)  own  withholding 
exemption  on  a  separate  certificate. 

(ii)  The  support  of  an  individual  for 
whom  the  employee  has  been  claiming  a 
withholding  exemption  is  taken  over  by 
someone  else,  so  that  it  can  no  longer  be 
reasonably  expected  that  the  employee 
will  furnish  over  half  of  the  support  of 
such  individual  for  the  particular 
calendar  year. 

(iii)  The  employee  finds  that  an  in¬ 
dividual  claimed  as  a  dependent  on  a 
withholding  exemption  certificate  will 
receive  $600  or  more  of  gross  income  of 
his  or  her  ow'n  during  the  current 
calendar  year. 

(c)  Change  in  exemptions  which  af¬ 
fects  next  taxable  year.  (1)  If  on  any 
day  during  the  calendar  year  the  num¬ 
ber  of  exemptions  to  which  the  employee 
will  be,  or  may  be  reasonably  expected  to 
be,  entitled  at  the  beginning  of  his  next 
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taxable  year  under  chapter  1  of  the 
Internal  Revenue  Code  is  different  from 
the  number  to  which  the  employee  is 
entitled  on  such  day,  the  following  rules 
shall  be  applicable: 

(1)  If  such  number  is  greater  than 
the  number  of  withholding  exemptions 
claimed  in  a  withholding  exemption 
certificate  in  effect  on  such  day,  the  em¬ 
ployee  may,  on  or  before  December  1  of 
the  year  in  which  such  change  occurs, 
unless  such  change  occurs  in  December, 
furnish  his  employer  with  a  new  with¬ 
holding  exemption  certificate  refiecting 
the  increase  in  the  number  of  withhold¬ 
ing  exemptions.  If  the  change  occurs 
in  December,  the  certificate  may  be  fur¬ 
nished  on  or  after  the  date  on  which  the 
change  occurs. 

(ii)  If  such  number  is  less  than  the 
number  of  withholding  exemptions 
claimed  in  a  withholding  exemption 
certificate  in  effect  on  such  day,  the  em¬ 
ployee  must,  on  or  before  December  1 
of  the  year  in  which  the  change  occurs, 
unless  such  change  occurs  in  December, 
furnish  his  employer  with  a  new  with¬ 
holding  exemption  certificate  reflecting 
the  decrease  in  the  number  of  withhold¬ 
ing  exemptions.  If  the  change  occurs 
in  December,  the  new  certificate  must 
be  furnished  within  10  days  of  the  date 
on  which  the  change  occurs. 

(2)  Before  December  1  of  each  year, 
every  employer  should  request  his  em¬ 
ployees  to  file  new  withholding  exemp¬ 
tion  certificates  for  the  ensuing  year,  in 
the  event  of  change  in  their  exemption 
status  since  the  filing  of  their  latest  cer¬ 
tificates.  The  number  of  exemptions  to 
which  an  employee  is  entitled  at  the 
beginning  of  the  next  taxable  year  under 
chapter  1  of  the  Code  decreases,  for 
example,  for  any  of  the  following 
reasons : 

(i)  The  spouse  or  a  dependent  of  the 
employee  dies. 

(ii)  The  employee  ceases  late  in  the 
year  to  support  an  individual  so  that  it 
Is  not  reasonable  to  expect  that  more 
than  half  of  the  individual’s  support  will 
be  received  from  the  employee  during 
the  ensuing  year. 

(hi)  A  dependent  of  the  employee  be¬ 
gins  to  receive  income  late  in  the  year 
so  that  it  is  reasonable  to  expect  that 
the  dependent  will  have  a  gross  income 
of  $600  or  more  for  the  ensuing  year. 

(d)  Penalties.  Section  1626  (d)  pro¬ 
vides  criminal  penalties  applicable  with 
respect  to  individuals  who  are  required 
under  section  1622  (h)  to  furnish  to  their 
employers  information  relating  to  the 
number  of  withholding  exemptions 
claimed.  The  penalties  are  imposed 
upon  any  such  individual  (1)  who  will- 
lully  supplies  false  or  fraudulent  infor¬ 
mation,  or  (2)  who  willfully  fails  to  sup¬ 
ply  information  which  would  increase 
the  tax  required  to  be  withheld  at  the 
source  on  his  wages.  The  penalty  in  each 
instance  is  a  fine  of  not  more  than  $500 
or  imprisonment  for  not  more  than  one 
year,  or  both.  Such  penalties  are  in  lieu 
of  any  penalties  otherwise  provided  by 
law  for  failure  to  furnish  the  informa¬ 
tion  required  by  section  1622  (h)  or  for 
the  furnishing  of  false  or  fraudulent  in¬ 
formation  under  such  section. 
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5  406.320  When  withholding  exemp~ 
tion  certificates  effective,  (a)  A  with¬ 
holding  exemption  certificate  furnished 
the  employer  in  any  case  in  which  no  pre¬ 
vious  withholding  exemption  certificate 
is  in  effect  with  such  employer,  shall  take 
effect  as  of  the  beginning  of  the  first 
payroll  period  ending,  or  the  first  pay¬ 
ment  of  wages  made  without  regard  to  a 
payroll  period,  on  or  after  the  date  on 
which  such  certificate  is  so  furnished. 

(b)  A  withholding  exemption  certifi¬ 
cate  furnished  the  employer  in  any  case 
in  which  a  previous  withholding  exemp¬ 
tion  certificate  is  in  effect  with  such 
employer  shall,  except  as  hereinafter 
provided,  take  effect  with  respect  to  the 
first  payment  of  wages  made  on  or  after 
the  first  status  determination  date  which 
occurs  at  least  30  days  from  the  date  on 
which  such  certificate  is  so  furnished. 
However,  at  the  election  of  the  employer, 
except  as  hereinafter  provided,  such  cer¬ 
tificate  may  be  made  effective  with  re¬ 
spect  to  any  payment  of  wages  made  on 
or  after  the  date  on  which  such  certifi¬ 
cate  is  so  furnished. 

(c)  A  withholding  exemption  certifi¬ 
cate  furnished  the  employer  pursuant  to 
section  1622  (h)  (2)  (C)  which  effects 
a  change  for  the  next  year,  shall  not  take 
effect,  and  may  not  be  made  effective, 
with  respect  to  the  calendar  year  in 
which  the  certificate  is  furnished. 

(d)  For  the  purposes  of  this  section 
the  term  “status  determination  date” 
means  January  1  and  July  1  of  each  year. 

(e)  A  withholding  exemption  certifi¬ 
cate  which  takes  effect  under  section 
1622  (h)  shall  continue  in  effect  with 
resp)ect  to  the  employee  until  another 
withholding  exemption  certificate  takes 
effect  under  such  section. 

.SUBPART  D — LIABILITY  FOR  TAX 

§  406.400  statutory  provisions;  lia¬ 
bility  for  tax. 

Sec.  1622.  Income  tax  collected  at  sotjhce. 

(a)  Requirement  of  withholding.  Every 
employer  making  payment  of  wages  shall  de¬ 
duct  and  withhold  upon  such  wages  a  tax 
equal  to  18  per  centum  of  the  amount  by 
which  the  wages  exceed  the  number  of  with¬ 
holding  exemptions  claimed  multiplied  by 
the  amount  of  one  such  exemption  as  shown 
In  subsection  (b)  (1)  •  •  •. 

•  •  •  *  • 

(d)  Tax  paid  by  recipient.  If  the  em¬ 
ployer.  in  violation  of  the  provisions  of  this 
subchapter,  fails  to  deduct  and  withhold  the 
tax  under  this  subchapter,  and  thereafter 
the  tax  against  which  such  tax  may  be 
credited  is  paid,  the  tax  so  required  to  be 
deducted  and  withheld  shall  not  be  collected 
from  the  employer;  but  this  subsection  shall 
in  no  case  relieve  the  employer  from  liability 
for  any  penalties  or  additions  to  the  tax 
otherwise  applicable  in  respect  of  such  fail¬ 
ure  to  deduct  and  withhold. 

I  Sec.  1622  (a),  as  added  by  sec.  2  (a), 
Current  Tax  Payment  Act  1943,  and  as 
amended  by  sec.  22  (b).  Individual  Income 
Tax  Act  1944;  sec.  104  (a)  (1),  Revenue  Act 
1945;  sec.  501,  Revenue  Act  1948;  sec.  141, 
Revenue  Act  1950;  sec.  201,  Revenue  Act 
1951;  and  sec.  1622  (d),  as  added  by  sec.  2 
(a).  Current  Tax  Payment  Act  1943. J 
•  •  *  •  * 

Sec.  1623.  Liability  for  tax. 

The  employer  shall  be  liable  for  the  pay¬ 
ment  of  the  tax  required  to  be  deducted  and 
withheld  under  this  subchapter,  and  shall 
not  be  liable  to  any  person  for  the  aunount 
of  any  such  payment. 


|Sec.  1623,  as  added  by  sec.  2  (a).  Current 
Tax  Payment  Act  1943.  | 

Sec.  3661.  Enforcement  of  liabilitt  for 
taxes  collected. 

Whenever  any  person  is  required  to  collect 
or  withhold  any  internal-revenue  tax  from 
any  other  person  and  to  pay  such  tax  over 
to  the  United  States,  the  amount  of  tax  so 
collected  or  withheld  shall  be  held  to  be  a 
special  fund  in  trust  for  the  United  States. 
The  amount  of  such  fund  shall  be  assessed, 
collected,  and  paid  in  the  same  manner  and 
subject  to  the  same  provisions  and  limita¬ 
tions  (including  penalties)  as  are  applicable 
with  respect  to  the  taxes  from  which  such 
fund  arose. 

§  406.401  Liability  for  tax.  (a)  The 
employer  is  required  to  collect  the  tax 
by  deducting  and  withholding  the 
amount  thereof  from  the  employee’s 
wages  as  and  when  paid,  either  actually 
or  constructively.  Wages  are  construc¬ 
tively  paid  when  they  are  credited  to 
the  account  of  or  set  apart  for  an  em¬ 
ployee  so  that  they  may  be  drawn  upon 
by  him  at  any  time  although  not  then 
actually  reduced  to  possession.  To  con¬ 
stitute  payment  in  such  a  case,  the  wages 
must  be  credited  or  set  apart  to  the  em¬ 
ployee  without  any  substantial  limita¬ 
tion  or  restriction  as  to  the  time  or  man¬ 
ner  of  payment  or  condition  upon  which 
payment  is  to  be  made,  and  must  be 
made  available  to  him  so  that  they 
may  be  drawn  upon  at  any  time,  and 
their  payment  brought  within  his  con¬ 
trol  and  disposition. 

(b)  An  employer  is  required  to  de¬ 
duct  and  withhold  the  tax  notwith¬ 
standing  the  wages  are  paid  in  some¬ 
thing  other  than  money  (for  example, 
wages  paid  in  stocks  or  bonds;  see 
§  406.207  (a) )  and  to  pay  the  tax  to  the 
district  director  or  duly  designated  de¬ 
positary  of  the  United  States,  as  the  case 
may  be.  in  money.  If  wages  are  paid  in 
property  other  than  money,  the  employer 
should  make  necessary  arrangements  to 
insure  that  the  amount  of  the  tax  re¬ 
quired  to  be  withheld  is  available  for 
payment  to  the  district  director  in 
money. 

(c)  Every  person  required  to  deduct 
and  withhold  the  tax  under  section  1622 
from  the  wages  of  an  employee  is  liable 
for  the  payment  of  such  tax  whether  or 
not  it  is  collected  from  the  employee.  If, 
for  example,  the  employer  deducts  less 
than  the  correct  amount  of  tax.  or  if  he 
fails  to  deduct  any  part  of  the  tax,  he  is 
nevertheless  liable  for  the  correct 
amount  of  the  tax.  However,  if  the  em¬ 
ployer  in  violation  of  the  provisions  of 
section  1622  fails  to  deduct  and  withhold 
the  tax,  and  thereafter  the  income  tax 
against  which  the  tax  under  section  1622 
may  be  credited  is  paid,  the  tax  under 
section  1622  shall  not  be  collected  from 
the  employer.  Such  payment  does  not, 
how’ever,  operate  to  relieve  the  employer 
from  liability  for  penalties  or  additions 
to  the  tax  for  failure  to  deduct  and  with¬ 
hold  within  the  time  prescribed  by  law  or 
regulations  made  in  pursuance  of  law. 
The  employer  will  not  be  relieved  of  his 
liability  for  payment  of  the  tax  required 
to  be  withheld  unless  he  can  show  that 
the  tax  against  which  the  tax  under  sec¬ 
tion  1622  may  be  credited  has  been  paid. 

(d)  The  amount  of  any  tax  withheld 
and  collected  by  the  employer  is  a  special 
fund  in  trust  for  the  United  States. 
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<e)  The  employer  or  other  person  re¬ 
quired  to  deduct  and  withhold  the  tax 
under  section  1622  is  relieved  of  liability 
to  any  other  person  for  the  amount  of 
any  such  tax  withheld  and  paid  to  the 
district  director  or  deposited  with  a  duly 
designated  depositary  of  the  United 
States. 

(f )  Section  2707  provides  severe  penal¬ 
ties  for  a  willful  failure  to  pay.  collect,  or 
truthfully  account  for  and  pay  over,  the 
tax  imposed  by  section  1622,  or  for  a  will¬ 
ful  attempt  in  any  manner  to  evade  or 
defeat  the  tax.  Such  penalties  may  be 
incurred  by  any  person,  including  the 
employer,  and  any  officer  or  employee  of 
a  corporate  employer,  or  member  or  em¬ 
ployee  of  any  other  employer,  who  as 
such  employer,  officer,  employee,  or 
member  is  under  a  duty  to  perform  the 
act  in  respect  of  which  the  violation  oc¬ 
curs. 

(g)  As  a  matter  of  business  adminis¬ 
tration.  certain  of  the  mechanical  details 
of  tlie  withholding  process  may  be  han¬ 
dled  by  representatives  of  the  employer. 
Thus,  in  the  case  of  a  corporate  em¬ 
ployer  having  branch  offices,  the  branch 
manager  or  other  representative  may 
actually,  as  a  matter  of  internal  admin¬ 
istration.  withhold  the  tax  or  prepare 
the  statements  required  under  section 
1633.  Nevertheless,  the  legal  responsi¬ 
bility  for  withholding,  paying,  and  re¬ 
turning  the  tax  and  furnishing  such 
statements  rests  with  the  corporate 
employer. 

5  406.402  Statutory  provisions:  non¬ 
deductibility  of  tax  in  computing  net 
income. 

Sec.  1622.  Income  tax  collected  at  source. 
•  •  •  •  • 

(e)  Nondcductibility  of  tax  in  computing 
net  income.  TTie  tax  deducted  and  with- 
held’under  this  subchapter  shall  not  be  al¬ 
lowed  as  a  deduction  either  to  the  employer 
or  to  the  recipient  of  the  income  in  com¬ 
puting  net  income  for  the  purpose  of  any 
tax  on  income  imposed  by  Act  of  Congress. 

(Sec.  1622  (e),  as  added  by  sec.  2  (a). 
Current  Tax  Payment  Act  1943.  | 

•  •  •  •  • 

§  406.403  Nondeductibility  of  tax. 
The  tax  deducted  and  withheld  at  the 
source  upon  wages  shall  not  be  allowed 
as  a  deduction  either  to  the  employer  or 
the  recipient  of  the  income  in  computing 
net  income  under  chapter  1  of  the  In¬ 
ternal  Revenue  Code.  The  entire 
amount  of  the  wages  from  which  the 
tax  is  withheld  shall  be  included  in  gross 
income  in  the  return  required  to  be  made 
by  the  recipient  of  the  income  without 
deductions  for  such  tax.  Tlie  tax  with¬ 
held  at  source,  however,  is  allowable  as 
a  credit  against  the  tax  imposed  by 
chapter  1  of  the  Internal  Revenue  Code 
upon  tlie  recipient  of  the  income.  See 
§  406.705. 

SUBPART  E — RECEIPTS 

§  406.500  Statutory  provisions;  re¬ 
ceipts  for  employees. 

Sec.  1633.  Receipts  for  employees. 

(a)  R>"<juirement.  E\ery  person  required 
to  deduct  and  withhold  from  an  employee  a 
tax  under  section  1400  or  1622,  or  who  would 
have  been  required  to  deduct  and  withhold  a 
tax  under  section  1622  If  the  employee  had 
claimed  no  more  than  one  withholding  ex¬ 
emption,  shall  furnish  to  each  such  em¬ 


ployee  in  rerpect  of  the  remuneration  paid 
by  such  person  to  such  employee  during  the 
calendar  year,  on  or  before  January  31  of  the 
succeeding  year,  or,  if  his  employment  is  ter¬ 
minated  before  the  close  of  such  calendar 
year,  on  the  day  on  which  the  last  payment 
of  remuneration  is  made,  a  written  state¬ 
ment  showing  the  following:  (1)  the  name 
of  such  person,  (2)  the  name  of  the  em¬ 
ployee  (and  his  social  security  account  num¬ 
ber  if  wages  a.s  defined  in  section  1426  (a) 
have  been  paid),  (3)  the  total  amount  of 
wages  as  defined  in  section  1621  (a),  (4)  the 
total  amount  deducted  and  withheld  as  tax 
under  section  1622,  (5)  the  total  amount  of 
wages  as  defined  in  section  1426  (a),  and  (6) 
the  total  amount  deducted  and  withheld  as 
tax  under  section  1400.  In  the  care  of  com¬ 
pensation  paid  for  service  as  a  member  of  the 
armed  forces,  the  statement  shall  show,  as 
wages  paid  during  the  calendar  year,  the 
amount  of  such  compensation  paid  during 
the  calendar  year  which  is  not  excluded  from 
gross  income  under  chapter  1  (whether  or 
not  such  compensation  constituted  wages  as 
defined  in  section  1621  (a));  such  statement 
to  be  furnished  if  any  tax  was  withheld  dur¬ 
ing  the  calendar  year  or  if  any  of  the  com¬ 
pensation  paid  is  includible  under  chapter 
1  in  gross  income. 

(b)  Statements  to  constitute  information 
returns.  The  statements  required  to  be 
furnished  by  this  section  In  respect  of  any 
remuneration  shall  be  furnished  at  such 
other  times,  shall  contain  such  other  infor¬ 
mation,  and  shall  be  in  such  form  as  the 
Commissioner,  with  the  approval  of  the 
Secretary,  may  by  regulations  prescribe.  A 
duplicate  of  any  such  statement  if  made 
and  filed  in  accordance  with  regulations  pre¬ 
scribed  by  the  Commissioner  with  the  ap¬ 
proval  of  the  Secretary  shall  constitute  the 
return  required  to  be  made  in  respect  of 
such  remuneration  under  section  147. 

(c)  Extension  of  time.  The  Commissioner, 
under  such  regulations  as  he  may  prescribe 
with  the  approval  of  tlie  Secretary,  may  grant 
to  any  person  a  reasonable  extension  of  time 
(not  in  excess  of  thirty  days)  with  respect 
to  the  statements  required  to  be  furnished 
under  this  section. 

|Sec.  1633,  as  added  by  sec.  206  (a).  Social 
Security  Act  Amendments  1950.  and  as 
amended  by  sec.  202  (c).  Revenue  Act  1950. J 

Sec.  1634.  Penalties. 

(a)  Penalties  for  fraudulent  statement  or 
failure  to  furnish  statement.  In  lieu  of 
any  other  penalty  provided  by  law  (except 
the  penalty  provided  by  subsection  (b)  of 
this  section),  any  person  required  under  the 
provisions  of  section  1633  to  furnish  a  state¬ 
ment  who  willfully  furnishes  a  false  or 
fraudulent  statement,  or  who  willfully  fails 
to  furnish  a  statement  in  the  manner,  at  the 
time,  and  showing  the  information  required 
under  section  1633,  or  regulations  prescribed 
thereunder,  shall  for  each  such  failure,  upon 
conviction  thereof,  be  fined  not  more  than 
$1,000,  or  imprisoned  for  not  more  than  one 
year,  or  both, 

(b)  Additional  penalty.  In  addition  to  the 
penalty  provided  by  subsection  (a)  of  this 
section,  any  person  required  under  the  pro¬ 
visions  of  section  1633  to  furnish  a  state¬ 
ment  who  willfully  furnishes  a  false  or 
fraudulent  statement,  or  who  willfully  falls 
to  furnish  a  statement  in  the  manner,  at  the 
time,  and  showing  the  information  required 
under  section  1633,  or  regulations  prescrllied 
thereunder,  shall  for  each  such  failure  be 
subject  to  a  civil  penalty  of  $50.  Such  pen¬ 
alty  .shall  be  assessed  and  collected  in  the 
same  manner  as  the  tax  imposed  by  section 
1410. 

I  Sec.  1634,  as  added  by  sec.  206  (a),  Social 
Security  Act  Amendments  1950.] 

§  406.501  Receipts  for  employees — 
(a)  Requirement.  <1)  Every  person  re¬ 
quired  to  deduct  and  withhold  from  an 


employee  a  tax  under  section  1622,  or 
who  would  have  been  required  to  deduct 
and  withhold  a  tax  under  section  1622  if 
the  employee  had  claimed  no  more  than 
one  withholding  exemption,  shall  fur¬ 
nish  to  each  such  employee,  in  respect 
of  the  remuneration  paid  by  such  per¬ 
son  to  such  employee  during  the  calen¬ 
dar  year,  the  original  and  duplicate  of 
a  statement  on  Form  W-2  showing  the 
following:  (i)  The  name  and  address  of 
such  per.son,  (ii)  the  name  and  address 
of  the  employee,  and,  if  w’ages  as  de- 
fined  in  section  1426  (a)  have  been  paid, 
his  social  security  account  number,  (iii) 
the  total  amount  of  w'ages  as  defined  in 
section  1621  (a),  (iv)  the  total  amount 
deducted  and  withheld  as  tax  under  sec¬ 
tion  1622,  (V)  the  total  amount  of  wages 
as  defined  in  section  1426  <a),  and  (vi) 
the  total  amount  of  employee  tax  under 
section  1400  deducted  and  withheld  (in¬ 
creased  by  any  adjustment  in  the  cal¬ 
endar  year  for  overcollection,  or 
decreased  by  any  adjustment  in  such 
year  for  undercollection,  of  such  tax 
during  any  prior  year). 

(2)  For  example,  if  the  w’age  bracket 
method  of  withholding  is  used,  a  with¬ 
holding  statement  must  be  furnished 
each  employee  whose  wages  during  any 
payroll  period  are  equal  to  or  in  excess 
of  the  smallest  w’age  for  which  tax  must 
be  withheld  from  employees  claiming 
one  exemption.  If  the  percentage 
method  is  used,  a  withholding  statement 
must  be  furnished  each  employee  whose 
wages  during  any  payroll  period  are  in 
excess  of  one  withholding  exemption  for 
such  payroll  period  as  shown  in  the  per¬ 
centage  method  withholding  table  con¬ 
tained  in  .section  1622  (b)  (1). 

(3)  If  (i)  the  amount  of  employee  tax 
under  section  1400  deducted  and  with¬ 
held  in  the  calendar  year  from  the  wages 
as  defined  in  section  1426  (a)  paid 
during  such  year  was  less  or  greater 
than  the  tax  imposed  by  section  1400 
on  such  wages  by  reason  of  the  adjust¬ 
ment  in  such  year  of  an  overcollection 
or  undercollection  of  the  tax  in  any  prior 
year,  or  (ii)  regardless  of  the  reason  for 
the  error  or  the  method  of  its  correction, 
the  amount  of  wages  as  defined  in  section 
1426  (a)  or  tax  under  section  1400 
entered  on  a  statement  furnished  to  the 
employee  for  a  prior  year  was  incorrect, 
a  corrected  statement  for  such  prior 
year  reflecting  the  adjustment  or  the 
correct  data  shall  be  furnished  to  the 
employee. 

(4)  Likewise,  a  corrected  statement  on 
Form  W-2  shall  be  furnished  the  em¬ 
ployee  with  respect  to  a  prior  calendar 
year  (i)  to  show  the  correct  amount  of 
wages  (as  defined  in  section  1621  (a)) 
paid  during  the  prior  calendar  year  if  the 
amount  of  such  w  ages  entered  on  a  state¬ 
ment  furni.shed  to  the  employee  for  such 
prior  year  is  incorrect  or  (ii)  to  .show  the 
amount  actually  deducted  and  withheld 
as  tax  under  section  1622  if  such  amount 
is  less  or  greater  than  the  amount  en¬ 
tered  as  tax  withheld  on  the  statement 
furni.shed  the  employee  for  such  prior 
year. 

(5)  The  statement  on  Form  W-2  for 
the  calendar  year  and  the  corrected 
statement  for  any  prior  year  shall  be 
furnished  to  the  employee  on  or  before 
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January  31  of  the  year  succeeding  such 
calendar  year,  or,  if  his  employment  is 
terminated  before  the  close  of  such  cal¬ 
endar  year,  on  the  day  on  which  the  last 
I  payment  of  wages  is  made.  See  para- 
!  graph  (c)  of  this  section  for  extension  of 
time  for  furnishing  statements. 

(6>  See  the  applicable  regulations  un- 
j  der  the  Federal  Insurance  Contributions 
I  Act  for  the  requirement  as  to  the  fur- 
!  nishing  of  a  statement  in  cases  where 
such  statement  is  required  solely  by  rea- 
I  son  of  the  tax  under  section  1400  of  such 
Act.  Also  see  such  regulations  with  re- 
t  spect  to  adjustments  of  that  tax. 

(b)  Receipts  for  members  of  the 
Armed  Forces  of  the  United  States.  Sec¬ 
tion  1633  (a)  contains  certain  special 

t  provisions  which  are  applicable  in  the 
case  of  members  of  the  Armed  Forces  of 
the  United  States  in  active  service.  In 
such  case.  Form  W-2  shall  be  furnished 
to  each  such  member  of  the  Armed 
Forces  of  the  United  States  if  any  tax 
has  been  withheld  during  the  calendar 
year  from  the  remuneration  of  such 
f  member  or  if  any  of  the  remuneration 
paid  during  the  calendar  year  for  such 
active  service  is  includible  under  chapter 
1  in  the  gross  income  of  such  member. 
Form  W-2,  in  the  case  of  such  member, 
shall  show,  as  wages  paid  during  the 
calendar  year,  the  amount  of  the  re¬ 
muneration  paid  during  the  calendar 
year  which  is  not  excludable  under  chap¬ 
ter  1  from  the  gross  income  of  such 
i  member,  whether  or  not  such  remunera¬ 
tion  constitutes  wages  as  defined  in  sec- 
I  tion  1621  (a>  and  whether  or  not  paid 
for  such  active  service. 

(c)  Extension  of  time  for  furnishing 
receipts  to  employees — (1)  In  general. 

I  For  good  cause  shown  upon  application 
by  the  employer,  the  district  director  of 
I  internal  revenue  may  grant  an  extension 
I  of  time  within  which  to  furnish  the  writ¬ 
ten  statement  provided  for  in  paragraph 
J  (a)  of  this  section. 

(2)  Upon  termination  of  employment. 
An  extension  of  time,  not  exceeding  30 
t  days,  within  which  to  furnish  the  written 
statement  provided  for  in  paragraph  (a) 

:  of  this  section  upon  termination  of  em¬ 

ployment  is  hereby  granted  to  any  em¬ 
ployer  with  respect  to  any  employee 
whose  employment  is  terminated  during 
the  calendar  year.  In  the  case  of  in- 
I  termittent  or  interrupted  employment 
where  there  is  reasonable  expectation  on 
the  part  of  both  employer  and  employee 
i  of  further  employment,  there  is  no  re¬ 
quirement  that  a  written  statement  be 
immediately  furnished  the  employee; 
but  when  such  expectation  ceases  to 
f  exist,  the  statement  must  be  furnished 
f  within  30  days  from  that  time, 
i  (d)  Undelivered  Forms  W-2.  The 
original  and  duplicate  of  each  withhold¬ 
ing  statement  on  Form  W-2  for  the 
j'  calendar  year,  and  of  any  corrected 
statement  for  a  prior  year,  which  the 
employer  is  required  to  furnish  to  an 
employee  and  which  after  reasonable 
j  effort  he  is  unable  to  deliver  to  the  em¬ 
ployee  shall  be  transmitted  to  the  district 
!  director  with  the  return  on  Form  941 
i  filed  by  the  employer  for  the  first  calen- 
'  fiar  quarter  of  the  next  succeeding 
calendar  year  or  with  the  employer’s 
final  return  if  filed  at  an  earlier  date. 
The  Forms  W-2  shall  be  accompanied 


by  a  statement  setting  forth  the  reasons 
why  the  employer  was  unable  to  make 
delivery. 

(e)  Form  1099  information  returns. 
The  making  of  an  information  return 
on  Form  1099  will  not  be  required  with 
resp>ect  to  any  wages  reported  on  Form 
W-2,  provided  the  triplicates  of  the 
statements  (Form  W-2a)  are  trans¬ 
mitted  with  the  returns  on  Form  941,  as 
provided  in  §  406.601. 

(f )  Penalties  for  fraudulent  receipt  or 
failure  to  furnish  receipt.  Section  1634 
imposes  criminal  and  civil  penalties  for 
the  willful  failure  to  furnish  a  statement 
in  the  manner,  at  the  time,  and  showing 
the  information  required  under  section 
1633  or  regulations  prescribed  thereunder 
or  for  willfully  furnishing  a  false  or 
fraudulent  statement.  For  each  such 
violation,  the  criminal  penalty  is  a  fine 
of  not  more  than  $1,000  or  imprisonment 
for  not  more  than  one  year,  or  both,  and 
the  civil  penalty  is  a  fine  of  $50.  The 
civil  penalty  shall  be  assessed  and  col¬ 
lected  in  the  same  manner  as  the  tax 
imposed  by  section  1410.  These  penal¬ 
ties  are  in  lieu  of  any  other  penalties 
provided  by  law  respecting  the  failure  to 
furnish  a  statement  or  the  furnishing  of 
a  false  or  fraudulent  statement. 

SUBPART  F — RETURNS,  PAYMENT  OF  TAX,  AND 
RECORDS 

§  406.600  statutory  provisions;  rc- 
turns;  payment  of  tax;  and  records. 

Sec.  1420.  Collection  and  payment  or 

TAXES. 

(a)  Administration.  The  taxes  Imposed  by 
this  subchapter  shall  be  collected  by  the 
Bureau  of  Internal  Revenue  (Internal  Reve¬ 
nue  Service]  under  the  direction  of  the 
Secretary  and  shall  be  paid  Into  the  Treas¬ 
ury  of  the  United  States  as  Internal-revenue 
collections. 

*  •  •  •  • 

(c)  Method  of  collection  and  payment. 
Such  taxes  shall  be  collected  and  paid  In 
such  manner,  at  such  times,  and  under  such 
conditions,  not  Inconsistent  with  this  sub¬ 
chapter  (either  by  making  and  filing  returns, 
or  by  stamps,  coupons,  tickets,  books,  or 
other  reasonable  devices  or  methods  neces¬ 
sary  or  helpful  in  securing  a  complete  and 
proper  collection  and  payment  of  the  tax  or 
In  securing  proper  Identification  of  the  tax¬ 
payer),  as  may  be  prescribed  by  the  Com¬ 
missioner,  with  the  approval  of  the  Secretary. 

(d)  Fractional  parts  of  a  cent.  In  the  pay¬ 
ment  of  any  tax  under  this  subchapter  a 
fractional  part  of  a  cent  shall  be  disregarded 
unless  It  amounts  to  one-half  cent  or  more, 
in  which  case  It  shall  be  Increased  to  1  cent. 

•  •  •  *  • 

Sec.  1624.  Return  and  payment  by  govern¬ 
mental  EMPLOYER. 

If  the  employer  is  the  United  States,  or  a 
State.  Territory,  or  political  subdivision 
thereof,  or  the  District  of  Columbia,  or  any 
agency  or  Instrumentality  of  any  one  or  more 
of  the  foregoing,  the  return  of  the  amount 
deducted  and  withheld  upon  any  wages  may 
be  made  by  any  officer  or  employee  of  the 
United  States,  or  of  such  State,  Territory,  or 
political  subdivision,  or  of  the  District  of 
Columbia,  or  of  such  agency  or  Instrumen¬ 
tality.  as  the  case  may  be,  having  control  of 
the  payment  of  such  wages,  or  appropriately 
designated  for  that  purpose. 

(Sec.  1624.  as  added  by  sec.  2  (a).  Current 
Tax  Payment  Act  1943.1 

SBC.  3310.  Returns  and  payment  of  tax. 

•  •  *  •  • 

(f)  Discretion  allowed  Commissioner — (1) 
Returns  and  payment  of  tax.  Notwithstand¬ 


ing  any  other  provision  of  law  relating  to 
the  filing  of  returns  or  payment  of  any  tax 
imposed  by  chapter  9  •  •  •,  the  Com¬ 

missioner  may  by  regulations  approved  by 
the  Secretary  prescribe  the  period  for  which 
the  return  for  such  tax  shall  be  filed,  the 
time  for  the  filing  of  such  return,  the  time 
for  the  payment  of  such  tax,  and  the  num¬ 
ber  of  copies  of  the  return  required  to  be 
filed. 

(2)  Use  of  Government  depositaries.  The 
Secretary  may  authorize  Federal  Reserve 
banks,  and  Incorporated  banks  or  trust  com¬ 
panies  which  are  depositaries  or  financial 
agents  of  the  United  States,  to  receive  any 
tax  imposed  by  this  title.  In  such  manner, 
at  such  times,  and  under  such  conditions  as 
he  may  prescribe:  and  he  shsill  prescribe  the 
manner,  times,  and  conditions  under  which 
the  receipt  of  such  tax  by  such  banks  and 
trust  companies  is  to  be  treated  as  payment 
of  such  tax  to  the  collector  (district 
director). 

(Sec.  3310  (f).  as  added  by  sec.  7  (a).  Pub. 
Law  271  (81st  Cong.),  and  as  amended  by 
sec.  471  (b).  Revenue  Act  1951.) 

Sec.  1627.  Other  laws  applicable. 

All  provisions  of  law.  Including  penalties, 
applicable  with  respect  to  the  tax  Imposed  by 
section  1400  shall.  Insofar  as  applicable  and 
not  Inconsistent  with  the  provisions  of  this 
subchapter  (subchapter  D  of  chapter  9),  be 
applicable  with  respect  to  the  tax  under  this 
subchapter. 

(Sec.  1627,  as  added  by  sec.  2  (a).  Current 
Tax  Payment  Act  1943.) 

Sec.  1430.  Other  laws  applicable. 

All  provisions  of  law,  including  penalties, 
applicable  with  respect  to  any  tax  Imposed 
by  section  2700  or  section  1800,  and  the  pro¬ 
visions  of  section  3661,  shall.  Insofar  as 
applicable  and  not  Inconsistent  with  the 
provisions  of  this  subchapter,  be  applicable 
with  respect  to  the  taxes  imposed  by  this 
subchapter. 

(Sec.  1430,  as  amended  by  sec.  903,  Social 
Security  Act  Amendments  1939.) 

Sec.  2709.  Records,  statements,  and  re¬ 
turns. 

Every  person  liable  to  any  tax  imposed  by 
this  subchapter,  or  for  the  collection  thereof, 
shall  keep  such  records,  render  under  oath 
such  statements,  make  such  returns,  and 
comply  with  such  rules  and  regulations,  as 
the  Commissioner,  with  the  approval  of  the 
Secretary,  may  from  time  to  time  prescribe. 

Sec.  2701.  Returns. 

Every  person  liable  for  the  tax  ♦  •  • 

shall  make  •  •  •  returns  under  oath 

•  •  •  to  the  collector  (district  director] 

for  the  district  In  which  is  located  the  prin¬ 
cipal  place  of  business.  Such  returns  shall 
contain  such  Information  and  be  made  at 
such  times  and  in  such  manner  as  the  Com¬ 
missioner.  with  the  approval  of  the  Secre¬ 
tary,  may  by  regulations  prescribe. 

Sec.  3603.  Notice  requiring  reccads,  state¬ 
ments,  AND  SPECIAL  RETURNS. 

Whenever  in  the  judgment  of  the  Com¬ 
missioner  necessary  he  may  require  any  per¬ 
son,  by  notice  served  upon  him,  to  make  a 
return,  render  under  oath  such  statements, 
or  keep  such  records  as  the  Commissioner 
deems  sufficient  to  show  whether  or  not  such 
person  is  liable  to  tax. 

Sec.  3632.  Authority  to  administer  oaths, 
TAKE  TESTIMONY,  AND  CERTIFY. 

(a)  Internal  Revenue  personnel — (1)  Per¬ 
sons  in  charge  of  administration  of  internal 
revenue  laws  generally.  Every  collector  (dis¬ 
trict  director),  •  •  •  internal  revenue 

agent,  and  internal  revenue  officer  assigned 
to  duty  under  an  Internal  revenue  agent,  is 
authorized  to  administer  oaths  and  to  take 
evidence  touching  any  part  of  the  adminis¬ 
tration  of  the  internal  revenue  laws  with 
which  he  is  charged,  or  where  such  oaths  and 
evidence  are  authorized  by  law  or  regulation 
authorized  by  law  to  be  taken. 
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(2)  Persons  in  charge  of  exports  and  dratc- 
bccks.  Every  collector  (district  director |  of 
internal  revenue  and  every  superintendent 
of  exports  and  drawbacks  is  authorised  to 
administer  such  oaths  and  to  certify  to  such 
papers  as  may  be  necessary  under  any  regu¬ 
lation  prescribed  under  the  authority  of  the 
Internal  revenue  laws. 

(b)  Others.  Any  oath  or  aPlrmation  re¬ 
quired  or  authorized  by  any  internal  revenue 
law  or  by  any  regulations  made  under  au¬ 
thority  thereof  may  be  administered  by  any 
person  authorized  to  administer  oaths  for 
genersU  purposes  by  the  law  of  the  United 
States,  or  of  any  State,  Territory,  or  posses¬ 
sion  of  the  United  States,  or  of  the  District 
of  Columbia,  wherein  such  oath  or  affirma¬ 
tion  is  administered,  or  by  any  consular  offi¬ 
cer  of  the  United  States.  This  suljsectlon 
shall  not  be  construed  as  an  exclusive  enu¬ 
meration  of  the  persons  who  may  administer 
such  oatiis  or  affirmations. 

Sec.  3809.  Verification  of  returns;  penal¬ 
ties  OT  PERJURY. 

(a)  Penalties.  Any  person  who  willfqlly 
makes  and  subscribes  any  return,  statement, 
or  other  document,  which  contains  or  is  veri- 
fted  by  a  written  declaration  that  it  is  made 
under  the  penalties  of  perjury,  and  which  he 
does  not  believe  to  be  true  and  correct  as  to 
every  material  matter,  shall  be  guilty  of  a 
felony,  and.  upon  conviction  thereof,  shall  l>e 
fined  not  more  than  92.000  or  imprisoned 
not  more  than  five  years,  or  both. 

(b)  Signature  presumed  correct.  The  fact 
that  an  individual's  name  is  signed  to  a 
return,  statement,  or  other  document  filed 
shall  be  prima  facie  evidence  for  all  purposes 
that  the  return,  statement,  or  other  docu¬ 
ment  was  actually  signed  by  him. 

(c)  Verification  in  lieu  of  oath.  The 
Commissioner,  under  regulations  prescribed 
by  him  with  the  approval  of  the  Secretary, 
may  require  that  any  return,  statement,  or 
other  document  required  to  be  filed  under 
any  provision  of  the  Internal  revenue  laws 
shall  contain  or  be  verified  by  a  written  dec¬ 
laration  that  it  is  made  under  the  penalties 
of  perjury,  and  such  declaration  shall  be  in 
lieu  of  any  oath  otherwise  required. 

(Sec.  3809,  as  added  by  sec.  4  (a).  Pub. 
Law  271  (81st  Cong.).] 

Sec.  3612.  Returns  executed  by  commis¬ 
sioner  OR  COLLECTOR  (DISTRICT  DIRECTOR  (, 

(a)  Authority  of  collector  [district  direc¬ 
tor  \,  If  any  person  fails  to  make  and  file  a 
return  or  list  at  the  time  prescribed  by  law 
or  by  regulations  made  under  authtorlty  of 
law,  or  makes,  willfully  or  otherwise,  a  false 
or  fraudulent  return  or  list,  the  collector 
(district  director)  or  deputy  collector  (in¬ 
ternal  revenue  agent)  shall  make  the  return 
or  list  from  his  own  knowledge  and  from 
such  information  as  he  can  obtain  through 
testimony  or  otherwise. 

(b)  Authority  of  Commissioner.  In  any 
such  case  the  Commissioner  may,  from  his 
own  knowledge  and  from  such  information 
as  he  can  obtain  through  testimony  or  other¬ 
wise — 

(1)  7*0  make  return.  Make  a  return,  or 

(2)  To  amend  collector's  [dLstrict  direc¬ 
tor’s]  return.  Amend  any  return  made  by 
a  collector  (district  director)  or  deputy 
collector  (internal  revenue  agent). 

(c)  Legal  stattis  of  returns.  Any  return 
or  list  so  made  and  subscribed  by  the  Com¬ 
missioner,  or  by  a  collector  (district  director] 
or  deputy  collector  (Internal  revenue  agent) 
and  approved  by  the  Commissioner,  shall  be 
prima  facie  good  and  sufficient  for  all  legal 
purpcjses. 

•  •  •  •  • 

Sec  3614.  Examination  of  books  and  vvit- 

NISSFS. 

(a)  To  determine  liability  of  the  taxpayer. 
Tlie  Commissioner,  for  the  purpose  of  ascer¬ 
taining  the  correctness  of  any  return  or  for 
the  purpose  of  making  a  return  where  none 
has  been  made,  is  authorized,  by  any  officer 
or  employee  of  the  Bureau  of  Internal  Reve¬ 


nue  (Internal  Revenue  Service),  Including 
the  field  service,  designated  by  him  for  that 
purpose,  to  examine  any  books,  papers,  rec¬ 
ords,  or  memoranda  bearing  upon  the 
matters  required  to  be  Included  in  the  re¬ 
turn,  and  may  require  the  attendance  of 
the  person  rendering  the  return  or  of  any 
officer  or  employee  of  such  person,  or  the 
attendance  of  any  other  person  having 
knowledge  in  the  premises,  and  may  take  his 
testimony  with  reference  to  the  matter  re¬ 
quired  by  law  to  be  included  in  such  return, 
with  power  to  administer  oaths  to  such  per¬ 
son  or  persons. 

•  •  •  *  • 

Sec.  2702.  Payment  of  tax. 

(a)  Date  of  payment.  The  tax  shall,  with¬ 

out  assessment  by  the  Commissioner  or  no¬ 
tice  from  the  collector  (district  director),  be 
due  and  payable  to  the  collector  (district 
director]  for  the  district  in  which  is  located 
the  principal  place  of  business,  at  the  time 
fixed  •  •  •  for  filing  the  return, 

•  •  •  •  • 

5  406.601  Returns — fa)  Requirement. 
Every  person  .shall  make  a  return  for  the 
first  calendar  quarter  after  December 
31,  1953,  within  which  he  is  required 
under  .section  1622  to  deduct  and  with¬ 
hold  the  tax  on  wages,  and  for  each 
subsequent  quarter  (whether  or  not 
wages  are  paid  therein)  until  a  final 
return  is  filed  as  required  by  §  406.602. 
Every  person  required  to  make  a  return 
for  the  calendar  quarter  ended  Decem¬ 
ber  31,  1953,  shall  make  a  return  for 
each  subsequent  calendar  quarter 
(whether  or  not  wages  are  paid  therein) 
until  a  final  return  is  filed  as  required 
by  §  406.602.  Form  941  is  the  form  pre¬ 
scribed  for  making  a  return  of  the  tax 
required  under  section  1622  to  be  de¬ 
ducted  and  withheld  from  wages. 

(b)  Forms  W-2a.  (1)  The  triplicate 

of  the  withholding  statement  (Form 
W-2a)  furnished  by  the  employer  with 
respect  to  wages  paid  during  the  calen¬ 
dar  year,  as  well  as  the  triplicate  of  any 
corrected  statement  for  a  prior  year, 
shall  be  included  with  the  return  on 
Form  941  filed  by  the  employer — 

(i)  For  each  tax-return  period,  in  the 
case  of  each  employee  whose  last  pay¬ 
ment  of  wages  upon  termination  of  em¬ 
ployment  with  the  employer  is  made  in 
such  period:  and 

(ii)  For  the  fourth  quarter  of  the  cal¬ 
endar  year,  in  the  case  of  each  employee 
who  remains  in  the  employ  of  the  em¬ 
ployer  at  the  close  of  such  year. 

(2>  Each  return  shall  include  a  ILst 
(preferably  in  the  form  of  an  adding 
machine  tape)  of  the  amounts  of  income 
tax  withheld  shown  on  the  Forms  W-2a 
for  the  current  calendar  year  trans¬ 
mitted  therewith.  If  an  employer’s  total 
payroll  consists  of  a  number  of  separate 
units  or  establishments,  the  Forms  W-2a 
may  be  assembled  accordingly  and  a  sep¬ 
arate  list  or  tape  submitted  for  each  unit. 
In  such  case,  a  summary  list  or  tape 
should  be  submitted,  the  total  of  which 
will  agree  with  the  corre.sponding  entry 
to  be  made  on  Form  941.  Where  the 
number  of  triplicate  .statements  is  large, 
they  may  be  forwarded  in  packages  of 
convenient  .size.  When  this  is  done  the 
packages  should  be  identified  with  the 
name  of  the  employer  and  consecutively 
numbered.  The  number  of  packages 
should  be  indicated  at  the  top  of  Form 
941.  The  tax  return,  Form  941,  and  re¬ 
mittance  in  cases  of  this  kind  should  be 


filed  in  the  usual  manner,  accompanied 
by  a  brief  statement  that  Forms  W-2a 
are  in  separate  packages. 

(3)  The  corrected  Forms  W-2a  for  a 
prior  calendar  year  shall  be  assembled 
separately  from  the  Forms  W-2a  for  the 
current  calendar  year  and  .shall  be  ac¬ 
companied  by  a  statement  explaining 
the  corrections. 

(c)  Period  covered  by  return.  Except 
in  the  ca.se  of  quarterly  adju.stments,  as 
explained  in  5  406.701,  the  return  on 
Form  941  may  not  be  made  for  more 
than  one  calendar  quarter  of  the  year, 
nor  may  a  piortion  of  one  calendar  quar¬ 
ter  be  included  with  a  portion  of  another 
calendar  quarter  in  a  single  return  on 
Form  941  even  though  the  entire  period 
does  not  exceed  three  months. 

5  406.602  Final  returns,  (a)  The  last 
return  on  Form  941  for  any  employer  re¬ 
quired  to  deduct  and  withhold  any  tax 
under  section  1622  who  ceases  to  pay 
wages  shall  be  marked  "Final  return" 
by  such  employer  or  the  person  filing 
the  return.  Such  final  return  shall 
be  filed  with  Uie  district  director  on  or 
before  the  thirtieth  day  after  the  date  on 
which  the  final  payment  of  wages  is 
made  for  services  performed  for  such 
employer,  and  shall  plainly  show  the 
period  covered  by  the  return  and  the 
date  of  the  last  payment  of  wages.  An 
employer  required  to  make  a  return  on 
Form  941,  who  has  only  temporarily 
ceased  to  pay  wages,  including  an  em¬ 
ployer  engaged  in  seasonal  activities, 
shall  continue  to  file  returns,  but  .shall 
enter  on  the  face  of  any  return  on  which 
no  tax  is  required  to  be  reported  the 
date  of  the  last  payment  of  wages  and 
the  date  when  he  expects  to  resume 
paying  wages.  If  an  employer  ceases 
to  pay  wages  as  defined  in  section  1621 
( a )  but  continues  to  pay  wages  as  defined 
in  section  1426  (a),  no  final  return  on 
Form  941  should  be  filed  so  long  as  he 
continues  to  pay  .such  wages.  However, 
if  an  employer  who  has  been  paying  re¬ 
muneration  which  constitutes  wages  as 
defined  in  each  of  such  sections  per¬ 
manently  ceases  to  pay  such  wages,  a 
final  return  is  required  of  such  employer. 

(b)  There  shall  be  executed  as  a  part 
of  each  final  return  on  Form  941  a  state¬ 
ment  giving  the  address  at  which  the 
records  required  by  §  406.607  will  be  kept, 
the  name  of  the  person  keeping  such  rec¬ 
ords,  and.  if  the  business  has  been  sold 
or  otherwise  transferred  to  another  per¬ 
son,  the  name  and  address  of  such  per¬ 
son  and  the  date  on  which  the  sale  or 
other  transfer  took  effect.  If  no  .such 
sale  or  transfer  occurred  or  the  employer 
does  not  know  the  name  of  the  person 
to  whom  the  business  was  sold  or  trans¬ 
ferred,  that  fact  sliould  be  included  in 
the  statement. 

5  406.603  Execution  of  returns— 
Requirement.  Each  return  shall  be 
signed  by  the  employer  or  other  person 
required  to  deduct  and  withhold  the  tax 
and  shall  contain  or  be  verified  by  a  writ¬ 
ten  declaration  that  it  is  made  under  the 
penalties  of  perjury.  The  return  shall 
be  signed  and  verified  by  (1)  the  indi¬ 
vidual,  if  the  employer  is  an  individual: 
(2)  the  president,  vice-president,  or 
other  principal  oflBcer,  if  the  employer  is 
a  corporation;  (3)  a  responsible  and  duly 
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authorized  member  or  officer  having 
biowlcdge  of  its  affairs,  if  the  employer 
is  a  partnership  or  other  unincorporated 
organization;  or  (4)  the  fiduciary,  if  the 
employer  is  a  trust  or  estate.  The  em¬ 
ployer’s  return  may  be  executed  by  an 
agent  in  the  name  of  the  employer  if  an 
acceptable  power  of  attorney  is  filed  with 
the  district  director  and  if  such  return 
includes  the  wages  paid  to  all  employees 
of  the  employer  for  the  period  covered  by 
the  return.  If  the  United  States,  a 
State,  Territory.  Puerto  Rico,  or  political 
subdivision,  or  the  District  of  Columbia, 
or  any  agency  or  instrumentality  of  any 
one  or  more  of  the  foregoing,  is  the  em¬ 
ployer,  the  return  may  be  made  by  the 
officer  or  employee  having  control  of  the 
payment  of  wages  or  other  officer  or  em¬ 
ployee  appropriately  designated  for  that 
purpose. 

(b)  Penalties  of  perjury.  Section 
3809  (a)  provides  that  any  person  who 
willfully  makes  and  subscribes  any  re¬ 
turn.  statement,  or  other  document, 
which  contains  or  is  verified  by  a  written 
declaration  that  it  is  made  under  the 
penalties  of  perjury,  and  which  he  does 
not  believe  to  be  true  and  correct  as  to 
every  material  matter,  shall  be  guilty  of  a 
felony.  The  punishment  for  such  of¬ 
fense.  upon  conviction  thereof,  is  a  fine 
of  not  more  than  $2,000  or  imprisonment 
for  not  more  than  five  years,  or  both. 

§  406.604  Use  of  prescribed  forms. 
(a)  Copies  of  the  prescribed  return  forms 
will  so  far  as  possible  be  regularly  fur¬ 
nished  employers  by  district  directors 
without  application  therefor.  An  em¬ 
ployer  will  not  be  excused  from  making  a 
return,  however,  by  the  fact  that  no  re¬ 
turn  form  has  been  furnished  to  him. 
Employers  not  supplied  with  the  proper 
forms  should  make  application  therefor 
to  the  district  director  in  ample  time  to 
have  their  returns  prepared,  verified,  and 
filed  with  the  district  director  on  or  be¬ 
fore  the  due  date.  (See  §  406.605, 
relating  to  the  place  and  time  for  filing 
returns;  see  also  §  406.602,  relating  to 
final  returns.)  If  the  prescribed  form 
is  not  available,  a  statement  made  by  the 
employer  disclosing  the  amount  of  tax 
due  may  be  accepted  as  a  tentative  re¬ 
turn.  If  filed  within  the  prescribed  time 
the  statement  so  made  will  relieve  the 
employer  from  liability  for  the  addition 
to  tax  imposed  for  the  delinquent  filing 
of  the  return  (see  §  406.810,  relating  to 
the  addition  to  tax) ,  provided  that  with¬ 
out  unnecessary  delay  such  tentative  re¬ 
turn  is  supplemented  by  a  return  made 
on  the  proper  form. 

(b)  Each  return,  together  with  a  copy 
thereof  and  any  supporting  data,  shall  be 
filled  in  and  disposed  of  in  accordance 
with  the  instructions  and  regulations  ap¬ 
plicable  thereto.  (See  §  406.605,  relating 
to  the  place  and  time  for  filing  returns, 
ond  §  406.607  (c)  and  (e),  relating  to 
copies  of  returns,  schedules,  and  state- 
®cnts.  and  to  the  place  and  period  for 
keeping  records.)  The  return  shall  be 
carefully  prepared  so  as  fully  and  accu¬ 
rately  to  set  forth  the  data  therein  called 
^or.  Returns  which  have  not  been  so 
prepared  will  not  be  accepted  as  meeting 
the  requirements  of  the  statute.  Only 
one  return  on  any  one  prescribed  form 


for  a  tax-return  period  shall  be  filed  by 
or  for  an  employer. 

S  406.605  Place  and  time  for  filing  re¬ 
turns.  Each  return  on  Form  941  shall 
be  filed  with  the  district  director  for  the 
district  in  which  is  located  the  principal 
place  of  business  of  the  employer,  or, 
if  the  employer  has  no  principal  place 
of  business  in  an  internal  revenue  district 
of  the  United  States,  with  the  district 
director  at  Baltimore,  Md.  Except  as 
provided  in  §  406.602,  relating  to  final  re¬ 
turns.  each  return  shall  be  filed  on  or  be¬ 
fore  the  last  day  of  the  first  month  fol¬ 
lowing  the  period  for  which  it  is  made. 
However,  if,  and  only  if.  the  return  is 
accompanied  by  depositary  receipts. 
Form  450,  showing  timely  deposits,  in 
full  payment  of  the  taxes  due  for  the  en¬ 
tire  calendar  quarter,  the  return  may  be 
filed  on  or  before  the  10th  day  of  the 
second  month  following  the  period  for 
which  it  is  made.  For  the  purpose  of  the 
preceding  sentence,  the  timeliness  of  the 
deposit  will  be  determined  by  the  date  of 
the  endorsement  by  a  designated  com¬ 
mercial  bank  or  by  a  Federal  Reserve 
bank  made  on  the  reverse  side  of  Form 
450.  Deposit  of  the  taxes  for  the  last 
month  of  the  calendar  quarter  with  a 
designated  commercial  bank  or  a  Federal 
Reserve  bank,  as  the  case  may  be,  may 
be  made  on  or  before  the  last  day  of  the 
first  month  following  the  close  of  such 
quarter.  If  the  last  day  for  filing  any 
return  falls  on  Sunday  or  a  legal  holiday, 
the  return  may  be  filed  on  the  next  fol¬ 
lowing  business  day.  If  placed  in  the 
mails,  the  return  shall  be  posted  in  ample 
time  to  reach  the  district  director’s 
office,  under  ordinary  handling  of  the 
mails,  on  or  before  the  due  date.  As  to 
additions  to  tax  for  failure  to  file  the 
return  within  the  prescribed  time,  see 
§  406.810.  See  also  section  2707,  re¬ 
lating  to  penalties. 

§  406.606  Payment  of  tax — (a)  In 
general.  The  tax  required  to  be  reported 
on  each  return  on  Form  941  is  due  and 
payable  to  the  district  director,  without 
assessment  by  the  Commissioner  or 
notice  by  the  district  director,  at  the  time 
fixed  for  filing  such  return.  For  provi¬ 
sions  relating  to  interest,  additions  to 
tax,  and  penalties,  see  §§  406.809, 
406.810,  and  406.812  and  section  2707. 

(b)  Use  of  Federal  Reserve  banks  and 
authorized  commercial  banks  in  connec¬ 
tion  with  payment  of  taxes — (1)  Re¬ 
quirement.  Except  as  provided  in  sub- 
paragraph  (2)  of  this  paragraph,  if 
during  any  calendar  month  the  aggre¬ 
gate  amount  of — 

(i)  The  employee  tax  withheld  under 
section  1401, 

(ii)  The  employer  tax  for  such  month 
under  section  1410,  and 

(iii)  The  income  tax  withheld  at 
source  on  wages  under  section  1622, 

exclusive  of  taxes  under  sections  1401  and 
1410  with  respect  to  wages  of  household 
employees,  exceeds  $100  in  the  case  of  an 
employer,  it  will  be  the  duty  of  such 
employer  to  deposit  such  amount  within 
15  days  after  the  close  of  such  calendar 
month  with  a  Federal  Reserve  bank. 
The  remittance  of  such  amount  shall  be 
accompanied  by  a  Federal  Depositary 
Receipt  (Form  450).  Such  depositary 


receipt  shall  be  prepared  in  accordance 
with  the  instructions  and  regulations  ap¬ 
plicable  thereto.  The  employer,  at  his 
election,  may  forward  such  remittance, 
together  with  such  depositary  receipt,  to 
a  commercial  bank  authorized  in  ac¬ 
cordance  with  Treasury  Department 
Circular  No.  848  to  accept  remittances  of 
the  aforementioned  taxes  for  transmis¬ 
sion  to  a  Federal  Reserve  bank.  After 
the  Federal  Reserve  bank  has  validated 
the  depositary  receipt,  such  depositary 
receipt  will  be  returned  to  the  employer. 
Every  employer  making  deposits  pur¬ 
suant  to  this  paragraph  shall  attach  to 
his  return  for  the  calendar  quarter  wuth 
respect  to  which  such  deposits  are  made, 
in  part  or  full  payment  of  the  taxes 
shown  thereon,  depositary  receipts  so 
validated,  and  shall  pay  to  the  district 
director  the  balance,  if  any,  of  the  taxes 
due  for  such  quarter. 

(2)  Payments  for  last  month  of  the 
calendar  quarter.  With  respect  to  the 
taxes  specified  in  subparagraph  (1)  of 
this  paragraph  for  the  last  month  of  the 
calendar  quarter,  the  employer  may 
either  include  with  his  return  direct  re¬ 
mittance  to  the  district  director  for  the 
amount  of  such  taxes  or  attach  to  such 
return  a  depositary  receipt  validated  by 
a  Federal  Reserve  bank  as  provided  in 
subparagraph  (1)  of  this  paragraph. 
Payment  of  the  taxes  required  to  be  re¬ 
ported  on  each  return,  in  the  form  of 
validated  depositary  receipts  or  direct  re¬ 
mittances.  shall  be  made  to  the  district 
director  at  the  time  fixed  for  filing  such 
return.  If  a  deposit  is  made  for  the  last 
month  of  the  quarter,  the  employer  shall 
make  it  in  ample  time  (whether  before, 
on,  or  after  the  15th  day  of  the  succeed¬ 
ing  month )  to  enable  the  Federal  Reserve 
bank  to  return  the  validated  receipt  to 
the  employer  so  that  it  can  be  attached 
to  and  filed  with  the  employer’s  return  at 
the  time  so  fixed. 

(3)  Procurement  of  prescribed  form. 
Initially,  Form  450,  Federal  Depositary 
Receipt,  will  so  far  as  possible  be  fur¬ 
nished  the  employer  by  the  district  di¬ 
rector.  An  employer  not  supplied  with 
the  proper  form  should  make  application 
therefor  to  the  district  director  in  ample 
time  to  have  such  form  available  for  use 
in  making  his  initial  deposit  within  the 
time  prescribed  in  subparagraph  (1)  of 
this  paragraph.  Thereafter  a  blank  form 
will  be  sent  to  the  employer  by  the  Fed¬ 
eral  Reserve  bank  when  returning  the 
validated  depositary  receipt.  An  em¬ 
ployer  may  secure  additional  forms  from 
a  Federal  Reserve  bank  by  applying 
therefor  and  advising  the  bank  of  his 
identification  number.  (See  §  406.201 
(f ) .)  The  district  director  will  assign  an 
identification  number  to  each  employer 
who  is  not  required  either  to  withhold 
the  employee  tax  under  section  1401  or 
to  pay  the  employer  tax  under  section 
1410.  Every  employer  making  deposits 
pursuant  to  this  paragraph  shall  make 
such  use  of  his  identification  number  as 
is  prescribed  by  this  paragraph  and  by 
the  instructions  relating  to  Form  941  and 
to  Form  450.  The  employer's  identifica¬ 
tion  number  and  name,  on  each  deposi¬ 
tary  receipt,  should  be  the  same  as  they 
are  required  to  be  shown  on  the  return 
to  be  filed  with  the  district  director.  The 
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address  of  the  employer,  as  shown  on 
each  depositary  receipt,  should  be  the 
address  to  which  the  receipt  should  be 
returned  following  validation  by  the  Fed¬ 
eral  Reserve  bank. 

§  406.607  Records — ^a)  Records  of 
employers.  (1)  Every  employer  required 
to  deduct  and  withhold  the  tax  shall 
keep  accurate  records  of  all  remunera¬ 
tion  paid  to  his  employees.  Such  records 
shall  show  with  respect  to  each  em¬ 
ployee — 

(1)  The  name  and  address  of  the  em¬ 
ployee  ; 

<ii)  To  the  extent  material  to  the  de¬ 
termination  of  tax  liability,  the  dates  on 
which  the  employee  worked  during  each 
calendar  quarter,  including  the  days  for 
which  remuneration  is  paid  or  payable, 
and  the  character  of  the  services  per¬ 
formed  : 

(iii)  The  total  amount  (including  any 
sum  withheld  therefrom  as  tax  or  for 
any  other  reason)  and  date  of  each  re¬ 
muneration  payment,  and  the  period  of 
sei-vices  covered  by  such  payment ; 

(iv)  The  amount  of  each  remunera¬ 
tion  payment  which  constitutes  wages 
subject  to  withholding: 

(V)  The  amount  of  tax  withheld  or 
collected  with  respect  to  each  remunera¬ 
tion  payment  and,  if  collected  at  a  time 
other  than  the  time  such  pajnnent  was 
made,  the  date  collected ; 

<vi)  The  withholding  exemption  cer¬ 
tificates  (Form  W-4)  filed  with  the  em¬ 
ployer  by  the  employee; 

(vii)  The  agreements,  if  any,  between 
the  employer  and  the  employee  for  the 
withholding  of  additional  amounts  of  tax 
pursuant  to  §  406.314; 

(viii)  Copies  of  any  statements  fur¬ 
nished  by  the  employee  pursuant  to 
g  406.224  (c)  (relating  to  nonresident 
alien  individuals  who  are  residents  of  a 
contiguous  country); 

(ix)  Copies  of  any  statements  fur¬ 
nished  by  the  employee  pursuant  to 
§  406.226  (a)  (relating  to  residence  or 
physical  presence  in  a  foreign  country) ; 
and 

(X)  Copies  of  any  statements  fur¬ 
nished  by  the  employee  pursuant  to 
g  406.226  <c)  (relating  to  citizens  resi¬ 
dent  in  Puerto  Rico). 

The  term  “remuneration”,  as  used  in  this 
paragraph  (a),  includes  all  payments 
whether  in  cash  or  in  a  medium  other 
than  cash,  except  that  the  term  does  not 
include  payments  in  a  medium  other 
than  cash  for  services  not  in  the  course 
of  the  employer's  trade  or  business.  If 
tlie  total  remuneration  payment  (sub¬ 
division  (iii)  of  subparagraph  (1))  and 
the  amount  thereof  which  is  taxable 
(subdivision  <iv)  of  subparagraph  (1)) 
are  not  equal,  the  reason  therefor  shall 
be  made  a  matter  of  record. 

(2)  Accurate  records  of  the  details  of 
each  adjustment  or  settlement  made  pur¬ 
suant  to  §  406.701  shall  also  be  kept. 

(3)  No  particular  form  is  prescribed 
for  keeping  the  records  required  by  this 
paragraph  (a).  Each  employer  shall 
use  such  forms  and  systems  of  account¬ 
ing  as  will  enable  the  Commissioner  to 
ascertain  whether  the  taxes  for  which 
the  employer  is  liable  are  correctly  com¬ 
puted  and  paid. 


(b)  Records  of  employees.  While  not 
mandatory,  it  is  advisable  for  each  em¬ 
ployee  to  keep  permanent,  accurate  rec¬ 
ords  showing  the  name  and  address  of 
each  employer  for  whom  he  performs 
services  as  an  employee,  tlie  dates  of 
beginning  and  termination  of  such  serv¬ 
ices,  the  information  with  respect  to 
himself  which  is  required  by  paragraph 
(a)  of  this  section  to  be  kept  by  em¬ 
ployers,  and  the  receipts  furnished  in 
accordance  with  the  provisions  of 
g  4C6.501.  (See,  how'ever,  paragraph  (d) 
of  this  section,  relating  to  records  of 
claimants.) 

(c)  Copies  of  returns,  schedules,  and 
statements.  Every  employer  who  is  re¬ 
quired,  by  the  regulations  in  this  part 
or  by  instructions  applicable  to  any 
form  prescribed  thereunder,  to  keep  any 
copy  of  any  return,  schedule,  statement, 
or  other  document,  shall  keep  such  copy 
as  part  of  his  records. 

(d)  Records  of  claimants.  Any  person 
(including  an  employee)  claiming  re¬ 
fund,  credit,  or  abatement  of  any  tax, 
penalty,  or  interest  shall  keep  a  complete 
and  detailed  record  with  respect  to  such 
tax,  penalty,  or  interest. 

(e)  Place  and  period  for  keeping 
records.  ( 1 )  All  records  required  by  the 
regulations  in  this  part  shall  be  kept,  by 
the  person  required  to  keep  them,  at  one 
or  more  convenient  and  safe  locations 
accessible  to  internal  revenue  oflScers. 
Such  records  shall  at  ail  times  be  open 
for  inspection  by  such  officers.  If  the 
employer  has  a  principal  place  of  busi¬ 
ness  in  the  United  States,  the  records  re¬ 
quired  by  paragraphs  (c)  and  (d)  of 
this  section  shall  be  kept  at  such  place 
of  business. 

(2)  Records  required  by  paragraphs 
(a)  and  (c)  of  this  section  shall  be  main¬ 
tained  for  a  period  of  at  least  four  years 
after  the  date  the  tax  to  which  they  re¬ 
late  becomes  due,  or  the  date  the  tax  is 
paid,  whichever  is  the  later.  Records 
required  by  paragraph  <ci>  of  this  section 
(including  any  record  required  by  para¬ 
graph  (a)  or  (c)  which  relates  to  a 
claim)  shall  be  maintained  for  a  period 
f.f  at  least  four  years  after  the  date  the 
claim  is  filed. 

SUBP.ART  G - ADJUSTMENTS,  REFUNDS, 

CRED'TS,  AND  AB'.TEMENTS 

g  406.700  statutory  provisions;  ad¬ 
justments. 

Sec.  1627.  Oiher  laws  appi.icabi.e, 

All  provisions  of  law.  Including  penalties, 
applicable  with  respect  to  the  tax  imposed 
by  section  1400  shall.  Insofar  as  applicable 
and  not  inconsistent  with  the  provisions  of 
this  subchapter  | subchapter  D  of  chapter  9), 
be  applicable  with  respect  to  the  tax  under 
this  subchapter. 

I  See.  1627,  as  added  by  sec.  2  (a),  Current 
Tax  Payment  Act  1943.] 

Sec.  1401.  Deduction  of  tax  from  w’ages. 

•  •  *  *  • 

(c)  Adjustments.  If  more  or  less  than  the 
correct  amount  of  tax  imposed  by  section 
1400  Is  paid  with  respect  to  any  payment  of 
remuneration,  proper  adjustments,  with  re¬ 
spect  both  to  the  tax  and  the  amount  to  be 
deducted,  shall  be  made,  without  Interest, 
In  such  manner  and  at  such  times  as  may 
be  prescribed  by  regulations  made  under  this 
subchapter. 


[Sec.  1401  (c),  as  amended  by  sec.  602  (a). 
Social  Security  Act  Amendments  1939.] 

•  •  •  •  • 

§  406.701  Quarterly  adjustments — (a) 
In  general.  If,  for  any  quarter  of  the 
calendar  year,  more  or  less  than  the  cor¬ 
rect  amount  of  the  tax  is  withheld,  or 
more  or  less  than  the  correct  amount  of 
the  tax  is  paid  to  the  district  director, 
proper  adjustment,  without  interest,  may 
be  made  in  any  subsequent  quarter  of  the 
same  calendar  year.  No  adjustment, 
how^ever,  under  the  provisions  of  this  sec¬ 
tion  shall  be  made  in  respect  of  an  under¬ 
payment  for  any  quarter  after  receipt 
from  the  district  director  of  notice  and 
demand  for  payment  thereof  based  upon 
an  assessment,  but  the  amount  shall  be 
paid  in  accordance  with  such  notice  and 
demand;  nor  shall  any  adjustment  under 
the  provisions  of  this  section  be  made 
in  respect  of  an  overpayment  for  any 
quarter  after  the  filing  of  a  claim  for 
refund  thereof.  Every  return  on  which 
an  adjustment  for  a  preceding  quarter 
is  reported  must  have  securely  attached 
as  a  part  thereof  a  statement  explaining 
the  adjustment,  and  designating  the 
quarterly  return  period  in  which  the 
error  occurred.  If  an  adjustment  of  an 
overcollcction  of  tax  which  the  employer 
has  repaid  to  an  employee  is  reported  on 
a  return,  such  statement  shall  include 
the  fact  that  such  tax  was  repaid  to  the 
employee. 

(b)  Less  than  correct  amount  of  tax 
withheld.  (1)  If  none,  or  less  than  the 
correct  amount,  of  the  tax  is  deducted 
from  any  w^age  payment  and  the  error 
is  ascertained  prior  to  the  making  of  the 
return  on  Form  941  for  the  quarter  in 
which  such  wages  are  paid,  the  employer 
shall  nevertheless  report  on  such  return 
and  pay  to  the  district  director  the  cor¬ 
rect  amount  of  the  tax  required  to  be 
withheld.  If  the  error  is  not  ascertained 
until  after  the  making  of  the  return  on 
Form  941  for  the  quarter  in  which  .such 
wages  are  paid,  the  undercollection  may 
be  corrected  by  an  adjustment  on  the 
return  for  any  subsequent  quarter  of  the 
same  calendar  year,  subject,  however,  to 
the  limitations  noted  in  paragraph  (a) 
of  this  section.  The  amount  of  any 
undercollection  adjusUKl  in  accordance 
with  this  paragraph  shall  be  paid  to  the 
district  director,  without  interest,  at  the 
time  prescribed  for  payment  of  the  tax 
for  the  quarter  in  which  such  adjustment 
is  made.  If  an  adjustment  is  made  pur¬ 
suant  to  this  paragraph  but  the  amount 
thereof  is  not  paid  when  due,  interest 
thereafter  accrues.  See  section  1420 
(b). 

(2)  Tf  none,  or  less  than  the  correct 
amount,  of  the  tax  is  withheld  from  any 
wage  payment,  the  employer  may  cor¬ 
rect  the  error  by  deducting  the  amount 
of  the  undercollection  from  remunera¬ 
tion  of  the  employee,  if  any,  under  his 
control  after  he  ascertains  the  error. 
Such  deduction  may  be  made  even 
though  the  remuneration,  for  any  reason, 
does  not  constitute  wages.  The  obliga¬ 
tion  of  an  employee  to  the  employer  with 
respect  to  an  undercollcction  of  tax  from 
the  employee’s  wages  not  subsequently 
corrected  by  a  deduction  made  as  pre¬ 
scribed  herein  is  a  matter  for  settlement 
between  the  employee  and  the  employer. 
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In  this  connection,  see  section  1622  (d), 
relieving  the  employer  from  liability  for 
the  tax  if  the  tax  imposed  by  chapter  1  of 
the  Internal  Revenue  Code  against 
which  the  tax  withheld  at  source  is 
allowable  as  a  credit,  has  been  paid  by 
the  employee  or  other  person  liable 
therefor, 

(c)  More  than  correct  amount  of  tax 
withheld.  (1)  If,  in  any  quarter,  more 
than  the  correct  amount  of  tax  is  de¬ 
ducted  from  any  wage  payment,  the 
overcollection  may  be  repaid  to  the  em¬ 
ployee  in  any  quarter  of  the  same  cal¬ 
endar  year.  If  the  amount  of  the  over¬ 
collection  is  repaid,  the  employer  shall 
obtain  and  keep  as  part  of  his  records 
the  written  receipt  of  the  employee 
showing  the  date  and  amount  of  the 
repayment. 

(2)  If  an  overcollection  in  any  quarter 
is  repaid  and  receipted  for  by  the  em¬ 
ployee  prior  to  the  time  the  return  on 
Form  941  for  such  quarter  is  filed  with 
the  district  director,  the  amount  of  such 
overcollection  shall  not  be  included  in 
the  return  for  such  quarter. 

(3)  Subject  to  the  limitations  pro¬ 
vided  in  paragraph  (a),  if  an  overcol¬ 
lection  in  any  quarter  is  repaid  and 
receipted  for  by  the  employee  after  the 
time  the  return  on  Form  941  for  such 
quarter  is  filed  and  the  tax  is  paid  to 
the  district  director,  the  overcollection 
may  be  corrected  by  an  adjustment  on 
the  return  for  any  subsequent  quarter  of 
the  same  calendar  year. 

(4)  Every  overcollection  not  repaid 
and  receipted  for  by  the  employee  as 
provided  in  this  paragraph  must  be  re¬ 
ported  and  paid  to  the  district  director 
with  the  return  on  Form  941  for  the 
quarter  in  which  the  overcollection  is 
made. 

(5)  For  information  as  to  the  manner 
of  correcting  errors  in  withholding 
which  cannot  be  adjusted  in  a  return 
for  a  subsequent  quarter  of  the  same 
calendar  year,  employers  should  consult 
the  local  district  director  of  internal 
revenue. 

$  406.702  Statutory  provisions;  re¬ 
funds;  credits:  and  abatements. 

Sec.  1622,  Income  tax  collected  at  source. 
•  •  •  •  • 

(f)  Refunds  or  credits. 

(1)  Employers.  Where  there  has  been  an 
overpayment  of  t.ax  under  this  subchapter, 
refund  or  credit  shall  be  made  to  the  em¬ 
ployer  only  to  the  extent  that  the  amount 
of  such  overpayment  was  not  deducted  and 
withheld  under  this  subchapter  by  the  em¬ 
ployer. 

(2)  Employees.  For  refund  or  credit  In 
cases  of  excessive  withholding,  see  section 
322  (a). 

(Sec.  1622  (f),  ns  added  by  sec.  2  (a), 
Current  Tax  Payment  Act  1943. J 

•  •  •  •  • 

Sec.  3770.  Authority  to  make  abatements, 
**edits.  and  refunds. 

(a)  To  Taxpayers — (1)  Assessments  and 
dillections  generally.  Except  as  otherwise 
provided  by  law  in  the  case  of  Income,  war- 
Proflts,  excess-profits,  estate,  and  gift  taxes, 
fbe  Commissioner,  subject  to  regulations  pre- 
*C'‘lbed  by  the  Secretary,  is  authorized  to  re¬ 
sult,  refund,  and  pay  back  all  taxes  errone¬ 
ously  or  illegally  assessed  or  collected,  all 
penalties  collected  without  authority,  and 
•11  taxes  that  a|>pear  to  be  unjustly  assessed 


or  excessive  In  amount,  or  In  any  manner 
wrongfully  collected. 

(2)  Assessments  and  collections  after  limi¬ 
tation  period.  Any  tax  (or  any  Interest, 
penalty,  additional  amount,  or  addition  to 
such  tax)  assessed  or  paid  after  the  expira¬ 
tion  of  the  period  of  limitation  properly  ap¬ 
plicable  thereto  shall  be  considered  an  over¬ 
payment  and  shall  be  credited  or  refunded 
to  the  taxpayer  If  claim  therefor  is  filed 
within  the  period  of  limitation  for  filing  such 
claim. 

•  •  •  •  • 

(4)  Credit  of  overpayment  of  one  class  of 
tax  against  another  class  of  tax  due.  Not¬ 
withstanding  any  provision  of  law  to  the 
contrary,  the  Commissioner  may,  in  his  dis¬ 
cretion,  in  lieu  of  refunding  an  overpayment 
of  tax  Imposed  by  any  provision  of  this  title, 
credit  such  overpayment  against  any  tax  due 
from  the  taxpayer  under  any  other  provision 
of  this  title. 

(5)  Delegation  of  authority  to  collectors 
\ district  directors}  to  make  refunds.  The 
Commissioner,  with  the  approval  of  the  Sec¬ 
retary,  is  authorized  to  delegate  to  collec¬ 
tors  (district  directors)  any  authority,  duty, 
or  function  which  the  Commissioner  is  au¬ 
thorized  or  required  to  exercise  or  perform 
under  paragraph  (1),  (2),  (3),  or  (4)  of  this 
subsection,  or  under  section  322  or  1027, 
where  the  amount  involved  (exclusive  of  in¬ 
terest,  penalties,  additions  to  the  tax,  and 
additional  amounts)  does  not  exceed  $10,000. 

•  *  *  •  * 

(Sec.  3770  (a)  (1),  as  amended  by  sec. 
503  (b).  Second  Revenue  Act  1940;  Sec.  3770 
(a)  (4).  as  added  by  sec.  9  (a).  Pub.  Law  271 
(81st  Cong.):  and  3770  (a)  (5),  added  as 
paragraph  (4)  by  sec.  4  (c) ,  Current  Tax  Pay¬ 
ment  Act  1943,  and  redesignated  paragraph 
(5)  and  amended  by  sec.  9  (a).  Pub.  Law 
271  (81st  Cong.).l 

*  •  •  •  * 

§  406.703  Refund  or  credit  of  overpay¬ 
ments  which  are  not  adjustable;  abate¬ 
ment  of  overassessments — (a)  Who  may 
make  claims.  If  more  than  the  correct 
amount  of  tax.  penalty,  or  interest  is 
paid  to  the  district  director,  the  person 
who  paid  such  tax,  penalty,  or  interest 
to  the  district  director  may  file  a  claim 
for  refund  of  such  overpayment  or  such 
person  may  take  credit  for  the  overpay¬ 
ment  against  the  tax  reported  on  any 
return  on  Form  941  which  he  subse¬ 
quently  files.  However,  refund  or  credit 
of  the  overpayment  shall  be  made  only  to 
the  extent  that  the  amount  of  the  over¬ 
payment  exceeds  the  tax  actually  with¬ 
held,  and  penalty  and  interest  thereon. 
If  more  than  the  correct  amount  of  tax, 
penalty,  or  interest  is  assessed  but  not 
paid  to  the  district  director,  the  person 
against  whom  the  assessment  is  made 
may  file  a  claim  for  abatement  of  such 
overassessment. 

(b)  Form  of  claims.  Each  claim  for 
refund  or  abatement  under  this  section 
shall  be  made  on  Form  843  in  accordance 
with  the  regulations  in  this  part  and  the 
instructions  relating  to  such  form,  and 
shall  designate  the  tax-return  period  in 
which  the  error  was  ascertained.  Copies 
of  Form  843  may  be  obtained  from  any 
district  director.  If  credit  is  taken  under 
this  section,  a  claim  on  Form  843  is  not 
required,  but  the  return  on  which  such 
credit  is  claimed  shall  have  attached  as  a 
part  thereof  a  statement  which  shall  con¬ 
stitute  the  claim  for  credit,  setting  forth 
in  detail  the  grounds  and  facts  relied 
upon  in  support  of  the  credit,  designating 
the  tax-return  period  in  which  the  error 
was  ascertained,  and  showing  such  other 


information  as  is  required  by  the  regula¬ 
tions  in  this  part  or  by  the  instructions 
relating  to  the  return. 

(c)  Limitation  on  claims.  No  refund 
or  credit  will  be  allowed  after  the  expira¬ 
tion  of  the  applicable  statutory  period  of 
limitations,  except  upon  one  or  more  of 
the  grounds  set  forth  in  a  claim  filed 
prior  to  the  expiration  of  such  period. 
For  provisions  relating  to  the  period  of 
limitation  upon  refunds  and  credits,  see 
§  406.707. 

(d)  Claims  improperly  made.  Any 
claim  which  does  not  comply  with  the 
requirements  of  this  section  will  not  be 
considered  for  any  purpose  as  a  claim  for 
refund,  credit,  or  abatement. 

(e)  Proof  of  representative  capacity. 
If  a  return  is  made  by  an  individual  who 
thereafter  dies  and  a  refund  claim  is 
made  by  a  legal  representative  of  the  de¬ 
ceased,  certified  copies  of  the  letters  tes¬ 
tamentary,  letters  of  administration,  or 
other  similar  evidence  must  be  annexed 
to  the  claim,  to  show  the  authority  of  the 
executor,  administrator,  or  other  fidu¬ 
ciary  by  whom  the  claim  is  made.  If  an 
executor,  administrator,  guardian, 
trustee,  receiver,  or  other  fiduciary 
makes  a  return  and  thereafter  a  refund 
claim  is  made  by  the  same  fiduciary,  doc¬ 
umentary  evidence  to  establish  the  legal 
authority  of  the  fiduciary  need  not  ac¬ 
company  the  claim,  provided  a  statement 
is  made  in  the  claim  showing  that  the 
return  was  made  by  the  fiduciary  and 
that  the  latter  is  still  acting.  In  such 
cases,  if  a  refund  or  interest  is  to  be  paid, 
letters  testamentary,  letters  of  adminis¬ 
tration,  or  other  evidence  may  be  re¬ 
quired.  but  should  be  submitted  only 
upon  the  receipt  of  a  specific  request 
therefor.  If  a  claim  is  made  by  a  fidu¬ 
ciary  other  than  the  one  by  whom  the 
return  was  made,  the  necessary  docu¬ 
mentary  evidence  should  accompany  the 
claim.  The  claim  may  be  executed  by 
the  agent  of  the  person  assessed,  but  in 
such  case  a  power  of  attorney  must  ac¬ 
company  the  claim. 

§  406.704  Statutory  provisions;  credit 
for  tax  withheld. 

Sec.  35.  Credit  for  tax  withhei.d  on  wages. 

The  amount  deducted  and  withheld  as  tax 
under  Subchapter  D  of  Chapter  9  during  any 
calendar  year  upon  the  wages  of  any  indi¬ 
vidual  shall  be  allowed  as  a  credit  to  the 
recipient  of  the  Income  against  the  tax  im¬ 
posed  by  this  chapter  for  the  taxable  year 
beginning  in  such  calendar  year.  If  more 
than  one  taxable  year  begins  in  any  such 
calendar  year  such  amount  shall  be  allowed 
as  a  credit  against  the  tax  for  the  last  tax¬ 
able  year  so  beginning. 

(Sec.  35,  as  added  by  sec.  172  (f)  (2), 
Revenue  Act  1942,  and  as  amended  by  sec.  3, 
Current  Tax  Payment  Act  1943.) 

Sec.  322.  Refunds  and  credits. 

(a)  Authorization. 

•  •  •  •  • 

(2)  Excessive  withholding.  Where  the 
amount  of  the  tax  withheld  at  the  source  un¬ 
der  Subchapter  D  of  Chapter  9  exceeds  the 
taxes  imposed  by  this  chapter  against  which 
the  tax  so  withheld  may  be  credited  under 
section  35,  the  amount  of  such  excess  shall  be 
considered  an  overpayment. 

(Sec.  322  (a)  (2),  as  added  by  sec.  172  (e) 
(1),  Revenue  Act  1942,  and  as  amended  by 
sec.  4  (a).  Current  Tax  Payment  Act  1943; 
sec.  6  (b)  (9),  Individual  Income  Tax  Act 
1944.] 

•  •  •  *  • 
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S  406.705  Credit  for  tax  withheld; 
credit  or  refund  of  overpayment  of  tax 
withheld,  (a)  The  credit  for  tax  with¬ 
held  at  source  on  wages  during  a  calendar 
year  shall  be  allowed  against  the  tax  im¬ 
posed  by  chapter  1  of  the  Internal  Reve¬ 
nue  Code  for  the  taxable  year  of  the 
recipient  of  the  income  which  begins  in 
such  calendar  year.  If  such  recipient 
has  more  than  one  taxable  year  begin¬ 
ning  in  such  calendar  year,  the  credit 
shall  be  allowed  against  the  tax  for  the 
last  taxable  year  so  beginning. 

(b)  If  the  tax  has  actually  been  with¬ 
held  at  the  source,  credit  or  refund  shall 
be  made  to  the  recipient  of  the  income 
even  though  such  tax  has  not  been  paid 
over  to  the  Government  by  the  employer. 
See  section  322.  For  the  purpose  of  the 
credit,  the  recipient  of  the  income  is  the 
person  subject  to  tax  imposed  under 
chapter  1  of  the  Internal  Revenue  Code 
upon  the  wages  from  which  the  tax  was 
withheld.  For  instance,  if  a  husband 
and  wife  domiciled  in  a  community  prop¬ 
erty  State  make  separate  returns,  each 
reporting  for  income  tax  purposes  one- 
half  of  the  wages  received  by  the  hus¬ 
band.  each  spouse  is  entitled  to  one-half 
of  the  credit  allowable  for  the  tax  with¬ 
held  at  source  with  respect  to  such  wages. 

<c)  The  employee  from  whose  wages 
tax  has  been  deducted  and  withheld 
during  any  calendar  year  shall  claim 
credit  for  the  tax  withheld  on  his  return 
of  tax  under  chapter  1  of  the  Code  for  the 
taxable  year  which  begins  in  such  calen¬ 
dar  year  and  shall  attach  to  such  return 
the  withholding  statement  or  state¬ 
ments  on  Form  W-2  furnished  to  him 
with  respect  to  wages  paid  during  such 
calendar  year.  If  the  amount  of  the  tax 
withheld  exceeds  the  tax  under  chapter  1 
of  the  Code  against  which  the  tax  so 
withheld  may  be  credited,  refund  or 
credit  of  such  excess  will  be  made  to  the 
employee  in  accordance  with  the  appli¬ 
cable  provisions  of  the  regulations  pre¬ 
scribed  under  chapter  1  of  the  Code. 

§  406.706  Statutory  provisions;  pe¬ 
riod  of  limitation  upon  refunds  and 
credits. 

Sue.  16.'^6.  Period  of  i.tmitation  tjfon  re¬ 
funds  AND  credits  of  CERTAIN  EMPLOYMENT 
TAXES. 

(a)  General  rule.  In  the  case  of  any  tax 
imp<ised  by  •  •  •  subchapter  D  of  this 

chapter — 

(1)  Period  of  limitation.  Unless  a  claim 
for  credit  or  refund  is  filed  by  the  taxpayer 
within  three  years  from  the  time  the  return 
was  filed  or  within  two  years  from  the  time 
the  tax  was  paid,  no  credit  or  refund  shall 
be  allowed  or  made  after  the  expiration  of 
whichever  of  such  periods  expires  the  later. 
If  no  return  is  filed,  then  no  credit  or  re¬ 
fund  shall  be  allowed  or  made  after  two 
years  from  the  time  the  tax  was  paid,  un¬ 
less  before  the  expiration  of  such  jjcrlod  a 
claim  therefor  is  filed  by  the  taxpayer. 

(2)  Limit  on  amount  of  credit  or  refund. 
The  amount  of  the  credit  or  refund  shall 
not  exceed  the  portion  of  the  tax  paid — 

(A)  If  a  return  was  filed,  and  the  claim 
wsis  filed  within  three  years  from  the  time 
the  return  was  filed,  during  the  three  years 
Immediately  preceding  the  filing  of  the 
claim. 

(B)  If  a  claim  was  filed,  and  (I)  no  re¬ 
turn  was  filed,  or  (ii)  if  the  claim  was  not 
filed  witliin  three  years  from  the  time  the 
return  was  filed,  during  the  two  years  imme¬ 
diately  preceding  the  filing  of  the  claim. 


(C)  If  no  claim  was  filed  and  the  allow¬ 
ance  of  credit  or  refund  is  made  within 
three  years  from  the  time  the  return  was 
filed,  during  the  three  years  Immediately 
preceding  the  allowance  of  the  credit  or 
refund. 

(D)  If  no  claim  was  filed,  and  (i)  no  re¬ 
turn  was  filed  or  (li)  the  allowance  of  the 
credit  or  refund  is  not  made  within  three 
years  from  the  time  the  return  was  filed, 
during  the  two  years  immediately  preceding 
the  allowance  of  the  credit  or  refund. 

(b)  Penalties,  etc.  The  provisions  of  sub¬ 

section  (a)  of  this  section  shall  apply  to  any 
penalty  or  sum  assessed  or  collected  with  re¬ 
spect  to  the  tax  imposed  by  •  •  •  sub¬ 

chapter  D  of  this  chapter. 

(c)  Date  of  filing  return  and  date  of  pay¬ 
ment  of  tax.  For  the  purposes  of  this  sec¬ 
tion — 

(1)  If  a  return  for  any  period  ending  with 
or  within  a  calendar  year  is  filed  before 
March  15  of  the  succeeding  calendar  year, 
such  return  shall  be  considered  filed  on 
March  15  of  such  succeeding  calendar  year; 
and 

(2)  If  a  tax  with  respect  to  remuneration 
paid  during  any  period  ending  with  or  within 
a  calendar  year  is  paid  before  March  15  of 
the  succeeding  calendar  year,  such  tax  shall 
be  considered  paid  on  March  15  of  such  suc¬ 
ceeding  calendar  year. 

(d)  Application  of  section.  The  provisions 

of  this  section  shall  apply  only  to  those  taxes 
imposed  by  •  •  •  subchapter  D  of  this 

chapter,  which  are  required  to  be  collected 
and  paid  by  making  and  filing  returns. 

(e)  Effective  date.  The  provisions  of  this 
section  shall  not  apply  to  any  tax  paid  or 
collected  with  respect  to  remuneration  paid 
during  any  calendar  year  before  1951  or  to 
any  penalty  or  sum  paid  or  collected  with 
respect  to  such  tax. 

I  Sec.  1636,  as  added  by  sec.  207  (a).  Social 
Security  Act  Amendments  1950.] 

§  406.707  Period  of  limitation  upon 
refunds  and  credits — (a)  In  general. 
Unless  a  claim  for  refund  or  credit  of  an 
overpayment  is  filed  within  three  years 
from  the  time  the  return  was  filed,  or 
within  two  years  from  the  time  the  tax 
was  paid,  the  Commis.sioner  is  prohib¬ 
ited,  after  both  periods  have  expired, 
from  allowing  or  making  a  refund  or 
credit  of  such  overpayment.  If  no  re¬ 
turn  is  filed,  the  Commissioner  is  pro¬ 
hibited  from  allowing  or  making  a  re¬ 
fund  or  credit  of  the  overpayment  after 
two  years  from  the  time  the  tax  was  paid 
unless  before  the  expiration  of  such  two- 
year  period  a  claim  therefor  is  filed, 

(b)  Limitation  on  amount  of  refund 
or  credit.  The  limitation  on  the 
amount  of  refund  or  credit  shall  be  de¬ 
termined  in  accordance  with  section 
1636  fa)  (2). 

(c)  Penalties.  The  provisions  of  this 
section  as  to  the  tax  required  to  be  de¬ 
ducted  and  withheld  are  also  applicable 
to  any  penalty  or  other  sum  assessed  or 
collected  with  respect  to  such  tax. 

(d)  Date  of  filing  return  and  payment 
of  tax.  For  the  purposes  of  this  section, 
if  a  return  for  any  period  ending  with  or 
within  a  calendar  year  is  filed  before 
March  15  of  the  succeeding  calendar 
year,  it  shall  be  deemed  filed  on  March 
15  of  such  succeeding  calendar  year. 
Likewise,  if  any  tax  required  to  be  de¬ 
ducted  and  withheld  during  any  period 
ending  with  or  within  a  calendar  year 
is  paid  before  March  15  of  the  succeeding 
calendar  year,  such  tax  shall  be  deemed 
paid  on  March  15  of  such  succeeding 
calendar  year. 


SUBPART  H — MISCELLANEOUS  PROVISIONS 

5  406.800  Statutory  provisions;  jeop¬ 
ardy  assessment. 

Sec.  1627.  Other  laws  applicable. 

All  provisions  of  law.  Including  penalties, 
applicable  with  respect  to  the  tax  Imposed 
by  section  1400  shall.  Insofar  as  applicable 
and  not  Inconsistent  with  the  provisions  of 
this  subchapter  [subchapter  D  of  chapter  9), 
be  applicable  with  respect  to  the  tax  under 
this  subchapter. 

[Sec.  1627,  as  added  by  sec.  2  (a).  Current 
Tax  Payment  Act  1943.  | 

Ssc.  3660.  Jeopardy  assessment. 

(a)  If  the  Commissioner  believes  that  the 
collection  of  any  tax  (other  than  Income 
tax.  estate  tax.  and  gift  tax)  under  any  pro¬ 
vision  of  the  Internal-revenue  laws  will  be 
Jeopardized  by  delay,  he  shall,  whether  or  not 
the  time  otherwise  prescribed  by  law  for 
making  return  and  paying  such  tax  has  ex¬ 
pired,  immediately  assess  such  tax  (together 
with  all  Interest  and  penalties  the  assess¬ 
ment  of  which  Is  provided  for  by  law).  Such 
tax,  penalties,  and  Interest  shall  thereupon 
become  immediately  due  and  payable,  and 
Immediate  notice  and  demand  shall  be  made 
by  the  collector  [district  director)  for  the 
payment  thereof.  Upon  failure  or  refusal  to 
pay  such  tax.  penalty,  and  Interest,  collection 
thereof  by  distraint  shall  be  lawful  without 
regard  to  the  period  prescribed  In  section 
3690. 

( b)  The  collection  of  the  whole  or  any  part 
of  the  amount  of  such  assessment  may  be 
stayed  by  filing  with  the  collector  [district 
director  j  •  a  bond  in  such  amount,  not  ex¬ 
ceeding  double  the  amount  as  to  which  the 
stay  Is  desired,  and  with  such  sureties,  as 
the  collector  [district  director  [  deems 
necessary,  conditioned  upon  the  payment  of 
the  amount  collection  of  which  Is  stayed,  at 
the  time  at  which,  but  for  this  section,  such 
amount  would  be  due. 

§  406.801  Jeopardy  assessments.  (&) 
Whenever,  in  the  opinion  of  the  district 
director,  the  collection  of  the  tax  will  be 
jeopardized  by  delay,  he  should  report 
the  case  promptly  to  the  Commis-sioner 
by  telegram  or  letter,  Tlie  communica¬ 
tion  should  recite  the  full  name  and 
address  of  the  person  involved,  the  tax- 
return  period  or  periods  involved,  the 
amount  of  tax  due  for  each  period,  the 
date  any  return  was  filed  by  or  for  the 
taxpayer  for  such  period,  a  reference  to 
any  prior  a.s.sessment  made  for  such 
period  against  the  taxpayer,  and  a  state¬ 
ment  as  to  the  reason  for  the  recom¬ 
mendation.  which  will  enable  the 
Commissioner  to  assess  the  tax,  together 
with  all  penalties  and  interest  due. 
Upon  assessment  such  tax,  penalty,  and 
interest  shall  become  immediately  due 
and  payable,  whereupon  the  district  di¬ 
rector  will  issue  immediately  a  notice 
and  demand  for  payment  of  the  tax, 
penalty,  and  interest. 

(b)  The  collection  of  the  whole  or  any 
part  of  the  amount  of  the  jeopardy  as¬ 
sessment  may  be  stayed  by  filing  with 
the  district  director  a  bond  in  such 
amount,  not  exceeding  double  the 
amount  with  respect  to  which  the  stay  is 
desired,  and  with  such  sureties  as  the 
district  director  deems  necessary.  Such 
bond  shall  be  conditioned  upon  the  pay¬ 
ment  of  the  amount,  collection  of  which 
is  stayed,  at  the  time  at  which,  but  for 
the  jeopardy  assessment,  such  amount 
would  be  due.  In  lieu  of  surety  or 
sureties  the  taxpayer  may  deposit  with 
the  district  director  negotiable  bond® 
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or  notes  of  the  United  States,  or  negoti¬ 
able  bonds  or  notes  fully  guaranteed  by 
the  United  States,  having  a  par  value  not 
less  than  the  amount  of  the  bond  re¬ 
quired  to  be  furnished,  together  with  an 
agreement  authorizing  the  district  di¬ 
rector  in  case  of  default  to  collect  or  sell 
such  bonds  or  notes  so  deposited. 

(c)  Upon  refusal  to  pay,  or  failure  to 
pay  or  give  bond,  the  district  director 
will  proceed  immediately  to  collect  the 
tax,  penalty,  and  interest  by  distraint 
without  regard  to  the  period  prescribed 
in  section  3690. 

§  406.802  Statutory  provisions;  period 
of  limitation  upon  assessment  and 
collection. 

Sec.  1635.  Period  op  limitation  upon  as¬ 
sessment  AND  COLLECTION  OF  CERTAIN  EMPLOY¬ 
MENT  TAXES. 

(a)  General  rule.  The  amount  of  any  tax 
Imposed  by  •  •  •  subchapter  D  of  this 

chapter  shall  (except  as  otherwise  provided 
In  the  following  subsections  of  this  section) 
be  assessed  within  three  years  after  the  re¬ 
turn  was  filed,  and  no  proceeding  In  court 
without  assessment  for  the  collection  of  such 
tax  shall  be  begun  after  the  expiration  of 
such  period. 

f  (b)  False  return  or  no  return.  In  the  case 
f  of  a  false  or  fraudulent  return  with  Intent 
!  to  evade  tax  or  of  a  failure  to  file  a  return, 
the  tax  may  be  assessed,  or  a  proceeding  In 
court  for  the  collection  of  such  tax  may  be 
begun  without  assessment,  at  any  time. 

(c)  Willful  attempt  to  evade  tax.  In  case 
of  a  willful  attempt  In  any  manner  to  defeat 
or  evade  tax,  the  tax  may  be  assessed,  or  a 
proceeding  In  court  for  the  collection  of  such 
tax  may  be  begun  without  assessment,  at 

j  any  time. 

(d)  Collection  after  assessment.  Where 
the  assessment  of  any  tax  Imposed  by  •  •  • 
Bubchapter  D  of  this  chapter  has  been  made 
within  the  period  of  limitation  properly  ap¬ 
plicable  thereto,  such  tax  may  be  collected 
by  distraint  or  by  a  proceeding  In  court, 
but  only  If  begun  (1)  within  six  years  after 
the  assessment  of  the  tax,  or  (2)  prior  to  the 
expiration  of  any  period  for  collection  agreed 
upon  In  writing  by  the  Commissioner  and 
the  taxpayer. 

(e)  Date  of  filing  of  return.  For  the  pur¬ 
poses  of  this  section.  If  a  return  for  any  pe¬ 
riod  ending  with  or  within  a  calendar  year 
is  filed  before  March  15  of  the  succeeding  cal- 
end.ir  year,  such  return  shall  be  considered 
filed  on  March  15  of  such  succeeding  calen¬ 
dar  year, 

(f)  Application  of  section.  The  provisions 
of  this  section  shall  apply  only  to  those  taxes 

i  Imposed  by  •  •  •  subchapter  D  of  this 

:  chapter,  which  are  required  to  be  collected 

and  paid  by  making  and  filing  returns. 

(g)  Effective  date.  The  provisions  of  this 
!  section  shall  not  apply  to  any  tax  Imposed 

with  respect  to  remuneration  paid  during 
any  calendar  year  before  1951. 

(Sec.  1635,  as  added  by  sec.  207  (a).  Social 
Security  Act  Amendments  1950.] 

5  406.803  Period  of  limitation  upon 
assessment  and  collection.  Section  1635 
provides,  in  general,  for  a  three-year 
period  of  limitation  on  the  a.ssessment  of 
the  tax  required  to  be  withheld.  This 
period  of  limitation  is  measured  from  the 
date  the  return  is  filed,  except  that  if  a 
return  for  any  period  ending  with  or 
within  a  calendar  year  is  filed  before 
March  15  of  the  succeeding  calendar 
year,  such  return  shall  be  deemed  filed 
on  March  15  of  such  succeeding  calendar 
year.  For  example,  if  quarterly  returns 
are  filed  for  the  four  quarters  of  1954  on 
AprU  30,  July  31,  and  October  31,  1954, 
No.  199 - 8 


and  on  January  31,  1955,  the  period  of 
limitation  for  assessment  with  respect  to 
the  tax  required  to  be  reported  on  each 
such  return  is  measured  from  March  15, 
1955.  However,  if  any  of  such  returns  is 
filed  after  March  15,  1955,  the  period  of 
limitation  for  assessment  of  the  tax  re¬ 
quired  to  be  reported  on  that  return  is 
measured  from  the  date  it  is  in  fact  filed. 
Where  the  tax  is  assessed  within  the 
statutory  period  of  limitation,  such  tax 
may  be  collected  by  distraint  or  by  a 
proceeding  in  court,  if  begun  (a)  within 
six  years  after  the  assessment  of  the 
tax,  or  (b)  prior  to  the  expiration  of 
any  period  for  collection  agreed  upon 
in  writing  by  the  Commissioner  and  the 
taxpayer.  In  the  case  of  a  false  or 
fraudulent  return  with  intent  to  evade 
tax  or  of  a  failure  to  file  a  return,  and 
in  the  case  of  a  willful  attempt  in  any 
manner  to  defeat  or  evade  tax,  the  tax 
required  to  be  reported  on  the  return 
may  be  assessed,  or  a  proceeding  in  court 
for  the  collection  of  such  tax  may  be 
begun  without  assessment,  at  any  time. 

§  406.804  Statutory  provisions;  coZ- 
lection  of  tax  in  Puerto  Rico. 

Sec.  3811.  Collection  of  taxes  in  ftterto 

RICO  •  •  •. 

(a)  Puerto  Rico.  Notwithstanding  any 
other  provision  of  law  respecting  taxation  In 
Puerto  Rico,  all  taxes  imposed  •  •  •  by 

subchapters  •  •  •  D  of  chapter  9,  shall 

be  collected  under  the  direction  of  the  Secre- 
t6u*y  and  shall  be  paid  into  the  Treasury  of 
the  United  States  as  internal  revenue  col¬ 
lections.  All  provisions  of  the  laws  of  the 
United  States  applicable  to  the  administra¬ 
tion,  collection,  and  enforcement  •  •  • 

of  any  tax  imposed  by  subchapter  •  •  •  D 

of  chapter  9,  shall,  in  respect  to  such  tax, 
extend  to  and  be  applicable  In  Puerto  Rico 
in  the  same  manner  and  to  the  same  extent 
as  if  Puerto  Rico  were  a  State,  and  as  if  th'e 
term  "United  States”  when  used  in  a  geo¬ 
graphical  sense  Included  Puerto  Rico. 

•  •  •  •  • 

(c)  Definition.  As  used  in  this  section,  the 
term  “tax”  includes  any  penalty  with  respect 
to  the  tax,  any  addition  to  the  tax,  and  any 
additional  amount  with  respect  to  the  tax, 
provided  for  by  any  law  of  the  United  States. 

[Sec.  .3811  (a),  as  added  by  sec.  208  (b). 
Social  Security  Act  Amendments  1950,  and 
as  amended  and  redesignated  as  subsection 
(a)  by  sec.  221  (1),  Revenue  Act  1950;  and 
sec.  3811  (c),  as  added  by  sec.  221  (l). 
Revenue  Act  1950.) 

§  406.805  Collection  of  tax  in  Puerto 
Rico.  All  provisions  of  the  laws  of  the 
United  States  relating  to  the  adminis¬ 
tration,  collection,  and  enforcement 
(such  as  the  provisions  relating  to  the 
ascertainment,  return,  determination, 
redetermination,  assessment,  collection, 
remission,  credit,  and  refund)  of  the  in¬ 
come  tax  withheld  at  source  on  wages 
under  section  1622  shall,  in  respect  of 
such  tax,  extend  to  and  be  applicable  in 
Puerto  FUco  in  the  same  manner  and  to 
the  same  extent  as  if  Puerto  Rico  were  a 
State,  and  as  if  the  term  “United  States” 
when  used  in  a  geographical  sense  in¬ 
cluded  Puerto  Rico. 

§  406.806  Statutory  provisions;  acts  to 
be  performed  by  agents. 

Sec.  1632.  Acts  to  be  performed  by  agents. 

In  case  a  fiduciary,  agent  or  other  person 
has  the  control,  receipt,  custody,  or  disposal 
of,  or  pays  the  wages  of  an  employee  or 
group  of  employees,  employed  by  one  or 
more  employers,  the  Ckinunlssioner,  under 


regulations  prescribed  by  him  with  the  ap¬ 
proval  of  the  Secretary.  Is  authorized  to  des¬ 
ignate  such  fiduciary,  agent  or  other  person 
to  perform  such  acts  as  are  required  of  em¬ 
ployers  under  this  chapter  [chapter  9  of  the 
Internal  Revenue  Code]  and  as  the  Com¬ 
missioner  may  specify.  Elxcept  as  may  be 
otherwise  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  all  pro¬ 
visions  of  law  (Including  p>enalties)  appli¬ 
cable  In  respect  of  an  employer  shall  be 
applicable  to  a  fiduciary,  agent  or  other  per¬ 
son  so  designated  but,  except  as  so  provided, 
the  employer  for  whom  such  fiduciary,  agent 
or  other  person  acts  shall  remain  subject  to 
the  provisions  of  law  (Including  penalties) 
applicable  In  respect  of  employers. 

[Sec.  1632,  as  added  by  sec.  2  (a).  Current 
Tax  Payment  Act  1943.] 

§  406.807  Acts  to  be  performed  by 
agents.  If  an  employer  pays  wages  to  an 
employee  or  group  of  employees  through 
a  fiduciary,  agent,  or  other  person  who 
also  has  the  control,  receipt,  custody,  or 
disposal  of,  or  pays  the  wages  payable 
by  another  employer  to  such  employee  or 
group  of  employees,  the  Commissioner 
may,  subject  to  such  terms  and  condi¬ 
tions  as  he  deems  proper,  authorize  such 
fiduciary,  agent,  or  other  person  to  per¬ 
form  such  acts  as  are  required  of  em¬ 
ployers  under  the  statute  and  the  reg¬ 
ulations  in  this  part.  Application  for 
authorization  to  perform  such  acts, 
signed  by  such  fiduciary,  agent,  or  other 
person,  should  be  filed  with  the  Com¬ 
missioner  of  Internal  Revenue,  Washing¬ 
ton  25,  D.  C.  If  the  fiduciary,  agent,  or 
other  person  is  authorized  by  the  Com¬ 
missioner  to  perform  such  acts  as  are  re¬ 
quired  of  employers  under  the  statute 
and  regulations,  all  provisions  of  law  (in¬ 
cluding  penalties)  and  of  the  regulations 
prescribed  in  pursuance  of  law  appli¬ 
cable  in  respect  of  an  employer  shall  be 
applicable  to  such  fiduciary,  agent,  or 
other  person.  However,  each  employer 
for  whom  such  fiduciary,  agent,  or  other 
person  acts  shall  remain  subject  to  all 
provisions  of  law  (including  penalties) 
and  of  the  regulations  prescribed  in  pur¬ 
suance  of  law  applicable  in  respect  of  em¬ 
ployers.  (See  also  §  406.310.) 

§  406.808  Statutory  provisions;  addi~ 
tions  to  tax  for  failure  to  pay  an  assess¬ 
ment  after  notice  and  demand. 

Sec.  1420.  Collection  and  payment  of 
taxes. 

•  •  •  •  • 

(b)  Addition  to  tax  in  case  of  delinquency. 
If  the  tax  Is  not  paid  when  due,  there  shall 
be  added  as  part  of  the  tax  Interest  (except 
In  the  case  of  adjustments  made  In  accord¬ 
ance  with  the  provisions  of  sections  1401  (c) 
and  1411)  at  the  rate  of  6  per  centum  per 
annum  from  the  date  the  tax  became  due 
until  paid. 

•  •  •  •  • 

Sec.  3655.  Notice  and  demand  for  tax. 

(a)  Delivery.  Where  it  is  not  otherwise 
provided,  the  collector  [district  director) 
shall  In  person  or  by  deputy,  within  ten  days 
after  receiving  any  list  of  taxes  from  the 
Commissioner,  give  notice  to  each  person 
liable  to  pay  any  taxes  stated  therein,  to  be 
left  at  his  dwelling  or  usual  place  of  business, 
or  to  be  sent  by  mall,  stating  the  amount  of 
such  taxes  and  demanding  payment  thereof. 

(b)  Addition  to  tax  for  nonpayment.  If 
such  person  does  not  pay  the  taxes,  within 
ten  days  after  the  service  or  the  sending  by 
mall  of  such  notice,  it  shall  be  the  duty  of 
the  collector  [district  director]  or  his 
deputy  to  collect  the  said  taxes  with  a 
penalty  of  5  per  centum  additional  upon  the 
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amount  of  taxes,  and  interest  at  the  rate  of 
6  per  centum  per  annum  from  the  date  of 
BucW  notice  to  the  date  of  payment  •  •  •. 

•  •  •  •  • 

§  406.809  Interest.  If  the  tax  is  not 
paid  to  the  district  director  when  due 
and  is  not  adjusted  under  §  406.701,  in¬ 
terest  accrues  at  the  rate  of  6  percent 
per  annum. 

§  406.810  Addition  to  tax  for  failure  to 
pay  an  assessment  after  notice  and  de¬ 
mand.  (a)  If  tax,  penalty,  or  interest  is 
assessed  and  the  entire  amount  thereof 
is  not  paid  within  10  days  after  the  date 
of  issuance  of  notice  and  demand  for 
payment  thereof,  based  on  such  assess¬ 
ment,  there  accrues  under  section  3655 
(except  as  provided  in  paragraph  (b)  of 
this  section)  a  penalty  of  5  percent  of 
the  assessment  remaining  unpaid  at  the 
expiration  of  such  period. 

(b)  If,  within  10  days  after  the  date  of 
issuance  of  notice  and  demand,  a  claim 
for  abatement  of  any  amount  of  the  as¬ 
sessment  is  filed  with  the  district  di¬ 
rector,  the  5  percent  penalty  does  not 
attach  with  respect  to  such  amount.  If 
the  claim  is  rejected  in  whole  or  in  part 
and  the  amount  rejected  is  not  paid,  the 
district  director  shall  issue  notice  and 
demand  for  such  amount.  If  payment 
is  not  made  within  10  days  after  the 
date  the  district  director  issues  the 
notice  and  demand,  the  5  percent  penalty 
attaches  with  respect  to  the  amount 
rejected.  The  filing  of  the  claim  does 
not  stay  the  running  of  interest. 

S  406.811  Statutory  provisions:  addi¬ 
tions  to  tax  for  delinquent  or  false  re¬ 
turns. 

Sec.  3612.  Returns  Executed  by  commis¬ 
sion  at  OR  COLLECTOR  (DISTRICT  DIRECTOR]. 

*  *  *  •  • 

(d)  Additions  to  tax — (1)  Failure  to  file 
return.  In  case  of  any  failure  to  make  and 
file  a  return  or  list  within  the  time  pre¬ 
scribed  by  law,  or  prescribed  by  the  Com¬ 
missioner  or  the  collector  [district  director] 
in  pursuance  of  law,  the  Commissioner  shall 
add  to  the  tax  25  per  centum  of  its  amount, 
except  that  when  a  return  is  filed  after  such 
time  and  it  is  shown  that  the  failure  to  file  it 
was  due  to  a  reasonable  cause  and  not  to 
willful  neglect,  no  such  addition  shall  be 
made  to  the  tax:  Provided,  That  in  the  case 
of  a  failure  to  make  and  file  a  return  re¬ 
quired  by  law,  within  the  time  prescribed  by 
law  or  prescribed  by  the  Commissioner  in 
pursuance  of  law,  if  the  last  date  so  pre¬ 
scribed  for  filing  the  return  is  after  August 
30,  1935,  then  there  shall  be  added  to  the  tax, 
in  lieu  of  such  25  per  centum:  5  per  centum 
if  the  failure  is  for  not  more  than  30  daj’S, 
with  an  additional  5  per  centum  for  each 
additional  30  days  or  fraction  thereof  during 
w'hlch  failure  continues,  not  to  exceed  25 
per  centum  in  the  aggregate. 

(2)  Fraud.  In  case  a  false  or  fraudulent 
return  or  list  is  willfully  made,  the  Com¬ 
missioner  shall  add  to  the  tax  50  per  centum 
of  its  amount. 

*  •  •  •  • 

(e)  Collection  of  additions  to  tax.  The 
amount  added  to  any  tax  under  paragraphs 
(1)  and  (2)  of  subsection  (d)  shall  be  col¬ 
lected  at  the  same  time  and  in  the  same 
manner  and  as  a  part  of  the  tax  unless 
the  tax  has  been  paid  before  the  discovery 
of  the  neglect,  falsity,  or  fraud,  in  which 
case  the  amount  so  added  shall  be  collected 
in  the  same  manner  as  the  tax. 

•  •  •  •  • 


Sec.  1631.  Failure  or  employer  to  pili 
return. 

In  case  of  a  failure  to  make  and  file  any 
return  required  under  this  chapter  within 
the  time  prescribed  by  law  or  prescribed  by 
the  CJommlssloner  in  pursuance  of  law,  un¬ 
less  it  is  shown  that  such  failure  is  due  to 
reasonable  cause  and  not  to  willful  neglect, 
the  addition  to  the  tax  or  taxes  required  to 
be  shown  on  such  return  shall  not  be  less 
than  65. 

(Sec.  1631,  as  added  by  sec.  2  (a).  Cur¬ 
rent  Tax  Payment  Act  1943,  and  as  amended 
by  sec.  6,  Pub.  Law  271  (81st  Cong.);  sec. 
209  (d).  Social  Security  Act  Amendments 
1950.] 

§  406.812  Additions  to  tax  for  delin¬ 
quent  or  false  returns — (a)  Delinquent 
returns — (1)  Ad  valorem  addition,  (i) 
If  a  person  fails  to  make  and  file  a 
return  required  by  the  regulations  in 
this  part  within  the  prescribed  time,  a 
certain  percent  of  the  amount  of  the 
tax  is  added  to  the  tax  unless  the  re¬ 
turn  is  later  filed  and  failure  to  file  the 
return  within  the  prescribed  time  is 
shown  to  be  due  to  reasonable  cause  and 
not  to  willful  neglect.  T\^’o  classes  of 
delinquents  are  subject  to  this  addition 
to  the  tax : 

(a)  Those  who  do  not  file  returns  and 
for  whom  returns  are  made  by  a  district 
director,  an  internal  revenue  agent,  or 
the  Commissioner:  and 

(b)  Those  who  file  tardy  returns  and 
are  unable  to  show  reasonable  cause  for 
the  delay. 

Tlie  amount  to  be  added  to  the  tax  is  5 
percent  if  the  failure  is  for  not  more  than 
30  days,  with  an  additional  5  percent  for 
each  additional  30  days  or  fraction 
thereof  during  which  failure  continues, 
not  to  exceed  25  percent  in  the  aggregate, 
subject,  however,  to  the  minimum  addi¬ 
tion  to  the  tax  set  forth  in  subparagraph 
(2)  of  this  paragraph.  In  computing 
the  period  of  delinquency  all  Sundays 
and  holidays  after  the  due  date  are 
counted. 

(ii)  A  person  who  files  a  tardy  return 
and  wishes  to  avoid  the  addition  to  the 
tax  for  delinquency  must  make  an 
affirmative  showing  of  all  facts  alleged 
as  a  reasonable  cause  for  failure  to  file 
the  return  on  time  in  the  form  of  a  state¬ 
ment  which  should  be  attached  to  the  re¬ 
turn  as  a  part  thereof. 

(2)  Minimum  addition.  If  a  person 
fails  to  make  and  file  a  return  required 
by  the  regulations  in  this  part  within  the 
prescribed  time,  unless  it  is  shown  that 
the  failure  is  due  to  reasonable  cause  and 
not  to  willful  neglect,  the  addition  to  the 
tax  or  taxes  required  to  be  shown  on 
such  return  shall  not  be  less  than  $5. 
The  addition  to  the  tax  or  taxes  shall  be 
computed  as  provided  in  subparagraph 

(1)  of  this  paragraph,  and  if  less  than 
$5  shall  be  increased  to  $5. 

(b)  False  returns.  If  a  false  or 
fraudulent  return  is  willfully  made,  the 
addition  to  tax  under  section  3612  (d) 

(2)  is  50  percent  of  the  total  tax  due  for 
the  entire  period  involved,  including  any 
tax  previously  paid. 

§  406.813  Statutory  provisions;  pen¬ 
alties. 

Sec.  2707.  Penalties. 

(a)  Any  person  who  willfully  falls  to  pay, 
collect,  or  truthfully  account  for  and  pay 


over  the  tax  •  •  •  or  willfully  attempts 

in  any  manner  to  evade  or  defeat  any  such 
tax  or  the  payment  thereof,  shall,  in  addi¬ 
tion  to  other  penalties  provided  by  law,  be 
liable  to  a  penalty  of  the  amount  of  the  tax 
evaded,  or  not  paid,  collected,  or  accounted 
for  and  paid  over,  to  be  assessed  and  col¬ 
lected  in  the  same  manner  as  taxes  are  as¬ 
sessed  and  collected.  No  penalty  shall  be 
assessed  under  this  subsection  for  any  offense 
for  which  a  penalty  may  be  assessed  under 
authority  of  section  3612. 

(b)  Any  person  required  under  this  sub¬ 
chapter  to  pay  any  tax,  or  required  by  law 
or  regulations  made  under  authority  thereof 
to  make  a  return,  keep  any  records,  or  sup¬ 
ply  any  Information,  for  the  purposes  of  the 
computation,  assessment,  or  collection  of  any 
tax  imposed  by  this  subchapter  who  willfully 
falls  to  pay  such  tax.  make  such  returns, 
keep  such  records,  or  supply  such  informa¬ 
tion,  at  the  time  or  times  required  by  law 
or  regulations,  shall,  in  addition  to  other 
penalties  provided  by  law,  be  guilty  of  a 
misdemeanor  and,  upon  conviction  thereof, 
be  fined  not  more  than  $10,000,  or  imprisoned 
for  not  more  than  one  year,  or  both,  tegether 
with  the  costs  of  prosecution. 

(c)  Any  person  required  under  this  sub¬ 
chapter  to  collect,  account  for  and  pay  over 
any  tax  Imposed  by  this  subchapter,  who  will¬ 
fully  falls  to  collect  or  truthfully  account  for 
and  pay  over  such  tax,  and  any  person  who 
willfully  attempts  in  any  manner  to  evade 
or  defeat  any  tax  Imposed  by  this  subchapter 
or  the  payment  thereof,  shall,  in  addition  to 
other  penalties  provided  by  law,  be  guilty  of 
a  felony  and,  upon  conviction  thereof,  be 
fined  not  more  than  $10,000,  or  imprisoned 
for  not  more  than  five  years,  or  both,  to¬ 
gether  with  the  costs  of  prosecution. 

(d)  The  term  “person"  as  used  in  this 
section  includes  an  officer  or  employee  of  a 
corporation,  or  a  member  or  employee  of  a 
partnership,  who  as  such  officer,  employee, 
or  member  is  under  a  duty  to  perform  the 
act  in  respect  of  which  the  violation  occurs. 

Sec.  3616.  Penalties. 

Whenever  any  person— 

(a)  False  returns.  Delivers  or  discloses  to 
the  collector  (district  director]  or  deputy 
any  false  or  fraudulent  list,  return,  account, 
or  statement,  with  Intent  to  defeat  or  evade 
the  valuation,  enumeration,  or  assessment 
intended  to  be  made;  or, 

(b)  Neglect  to  obey  summons.  Being  duly 
summoned  to  appear  to  testify,  or  to  appear 
and  produce  books  as  required  under  section 
3615,  neglects  to  appear  or  to  produce  said 
books — 

he  shall  be  fined  not  exceeding  $1,000,  or  be 
Imprisoned  not  exceeding  one  year,  or  both, 
at  the  discretion  of  the  court,  with  costs  of 
prosecution. 

•  •  •  •  • 

Sec.  3793.  Penalties  and  forfeitures. 

•  •  •  •  • 

(b)  Fraudulent  returns,  affidavits,  and 
claims — (1)  Assistance  in  preparation  or 
presentation.  Any  person  who  willfully  aids 
or  assists  in,  or  procures,  counsels,  or  advises 
the  preparation  or  presentation  under,  or  In 
connection  with  any  matter  arising  under, 
the  Internal  revenue  laws,  of  a  false  or  \ 
fraudulent  return,  affidavit,  claim,  or  docu-  | 
ment,  shall  (whether  or  not  such  falsity  or 
fraud  is  with  the  knowledge  or  consent  of 
the  person  authorized  or  required  to  present 
such  return,  affidavit,  claim,  or  document) 
be  guilty  of  a  felony,  and,  upon  conviction 
thereof,  be  fined  not  more  than  $10,000,  or 
imprisoned  for  not  more  than  five  years,  or 
both,  together  with  the  costs  of  prosecution,  | 

(2)  Person  defined.  The  term  “person”  as  | 
used  in  this  subsection  Includes  an  officer  i 
or  employee  of  a  corporation  or  a  member  or 
employee  of  a  partnership,  who  as  such  offi¬ 
cer,  employee,  or  member  is  under  a  duty  to 
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perform  the  act  in  respect  of  which  the  vio¬ 
lation  occurs. 


Sec.  286.  Conspiracy  to  defraud  the  gov- 
esnment  with  respect  to  claims  [title  18, 
PNIted  states  code). 

Whoever  enters  into  any  agreement,  com¬ 
bination,  or  conspiracy  to  defraud  the 
United  States,  or  any  department  or  agency 
thereof,  by  obtaining  or  aiding  to  obtain  the 
payment  or  allowance  of  any  false,  fictitious 
or  fraudulent  claim,  shall  be  fined  not  more 
than  $10,000  or  imprisoned  not  more  than 
ten  years,  or  both. 


Sec.  287.  False,  ncnrious,  or  fraudulent 

CLAIMS  [title  18,  UNITED  STATES  CODE]. 

Whoever  makes  or  presents  to  any  person 
or  officer  in  the  civil,  military,  or  naval  serv¬ 
ice  of  the  United  States,  or  to  any  depart¬ 
ment  or  agency  thereof,  any  claim  upon  or 
against  the  United  States,  or  any  department 
or  agency  thereof,  knowing  such  claim  to  be 
false,  fictitious,  or  fraudulent,  shall  be  fined 
not  more  than  $10,000  or  imprisoned  not 
more  than  five  years,  or  both. 


Sec.  1001.  Statements  or  entries  gener- 

4LLT  [title  is,  united  states  CODE). 

Wlioever,  in  any  matter  within  the  Juris¬ 
diction  of  any  department  or  agency  of  the 
United  States  knowingly  and  willfully  falsi¬ 
fies,  conceals  or  covers  up  by  any  trick, 
scheme,  or  device  a  material  fact,  or  makes 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 


Montana 


STOCK  DRIVEWAY  WITHDRAWAL  NO.  11, 
MONTANA  NO.  4,  REDUCED 


September  30.  1953. 


Punsuant  to  the  authority  delegated 
by  the  Director.  Bureau  of  Land  Manage¬ 
ment  in  section  2.22  (a)  (1)  of  Order 
No.  427  dated  August  16,  1950  (15  F.  R, 
5639),  it  is  ordered  as  follows: 

Subject  to  valid  rights  and  the  pro¬ 
visions  of  existing  withdrawals,  the  De¬ 
partmental  Order  of  March  18,  1918,  and 
modified  July  16, 1923,  establishing  Stock 
Driveway  Withdrawal  No.  11,  Montana 
No.  4.  under  section  10  of  the  act  of  De¬ 
cember  29.  1916  (39  Stat.  865;  43  U.  S.  C. 
300) .  is  hereby  revoked  so  far  as  it  affects 
the  following  described  land : 


Montana  Principal  Meridian 


T.  8  S..  R.  7  W.. 

Sec.  14:  SEi/4NE>4.  E>^SE>/4, 
Sec.  23:  NE>4NEV4. 


FEDERAL  REGISTER 


any  false,  fictitious  or  fraudulent  statements 
or  representations,  or  makes  or  uses  any 
false  writing  or  document  knowing  the  same 
to  contain  any  false,  fictitious  or  fraudulent 
statement  or  entry,  shall  be  fined  not  more 
than  $10,000  or  imprisoned  not  more  than 
five  years,  or  both. 


Sec.  1621.  Perjury  generally  [title  18, 

UNITED  STATES  COI»]. 

Whoever,  having  taken  an  oath  before  a 
competent  tribunal,  officer,  or  person,  in  any 
case  in  which  a  law  of  the  United  States  au¬ 
thorizes  an  oath  to  be  administered,  that  he 
will  testify,  declare,  depose,  or  certify  truly, 
or  that  any  written  testimony,  declaration, 
deposition,  or  certificate  by  him  subscribed, 
is  true,  willfully  and  contrary  to  such  oath 
states  or  subscribes  any  material  matter 
which  he  does  not  believe  to  be  true,  is  guilty 
of  perjury,  and  shall,  except  as  otherwise  ex¬ 
pressly  provided  by  law,  be  fined  not  more 
than  $2,000  or  imprisoned  not  more  than 
five  years,  or  both. 


Sec.  1627.  Other  laws  applicable. 

All  provisions  of  law.  Including  penalties, 
applicable  with  respect  to  the  tax  imposed  by 
section  1400  shall.  Insofar  as  applicable  and 
not  inconsistent  with  the  provisions  of  this 
subchapter  [subchapter  D  of  chapter  9],  be 
applicable  with  respect  to  the  tax  under  this 
subchapter. 


[Sec.  1627,  as  added  by  sec.  2  (a).  Current 
Tax  Payment  Act  1943.] 


NOTICES 


The  area  described  aggregates  163 
acres. 

This  land  is  rough  grazing  land,  and 
due  to  its  topography,  vegetative  cover 
and  soil  characteristics  is  not  suitable 
ior  crop  production.  The  land  is  classi¬ 
fied  a.s  primarily  suitable  for  grazing 
Purposes  only. 

This  order  shall  not  otherwise  become 
effective  to  change  the  status  of  such 
lands  until  10:00  a.  m.  on  the  35th  day 
^ter  the  date  of  this  order.  At  that 
tune  the  said  lands  shall,  subject  to  valid 
existing  rights  and  the  provisions  of 
existing  withdrawals,  become  subject  to 


Sec.  1429.  Rules  and  regulations. 

•  •  •  The  Ck>nunis8ioner,  with  the  ap¬ 

proval  of  the  Secretary,  shall  make  and  pub¬ 
lish  rules  and  regulations  for  the  enforce¬ 
ment  of  this  subchapter. 


Sec,  3791.  Rules  and  regulations. 

(a)  Authorisation — (1)  In  general.  •  •  • 
the  Commissioner,  with  the  approval  of  the 
Secretary,  shall  prescribe  and  publish  all 
needful  rules  and  regulations  for  the  en¬ 
forcement  of  this  title  [Internal  Revenue 
Code]. 

(2)  In  case  of  change  in  law.  The  Com¬ 
missioner  may  make  all  such  regulations,  not 
otherwise  provided  for,  as  may  have  become 
necessary  by  reason  of  any  alteration  of  law 
in  relation  to  Internal  revenue. 

(b)  Retroactivity  of  regulations  or  rul¬ 
ings.  The  Secretary,  or  the  Commissioner 
with  the  approval  of  the  Secretary,  may  pre¬ 
scribe  the  extent,  if  any,  to  which  any  rul¬ 
ing,  regulation,  or  Treasury  Decision,  relat¬ 
ing  to  the  internal  revenue  laws,  shall  be 
applied  without  retroactive  effect. 


§  406.814  Promulgation  of  regula¬ 
tions.  In  pursuance  of  sections  1429, 
1627,  and  3791  of  the  Internal  Revenue 
Code,  and  other  provisions  of  the  in¬ 
ternal  revenue  laws,  the  foregoing  regu¬ 
lations  are  hereby  prescribed. 


[F.  R.  Doc.  53-8659;  Filed,  Oct.  9,  1953; 
8:50  a.  m.] 


application,  petition,  location,  and  selec¬ 
tion  as  follows: 

(a)  Ninety -one  day  period  for  pref¬ 
erence-right  filings.  For  a  period  of  91 
days,  commencing  at  the  hour  and  on 
the  day  specified  above,  the  public  lands 
affected  by  this  order  shall  be  subject 
only  to  (1)  application  under  the  home¬ 
stead  or  the  desert-land  laws  or  the 
Small  Tract  Act  of  June  1,  1938,  52  Stat. 
609  (43  U.  S.  C.  682a),  as  amended,  by 
qualified  veterans  of  World  War  II  and 
other  qualified  persons  entitled  to  pref¬ 
erence  under  the  act  of  September  27, 
1944,  58  Stat.  747  (43  U.  S.  C.  279-284), 
as  amended,  subject  to  the  requirements 
of  applicable  law.  and  (2)  application 
under  any  applicable  public-land  law, 
based  on  prior  existing  valid  settlement 
rights  and  preference  rights  conferred 
by  existing  laws  or  equitable  claims  sub¬ 
ject  to  allowance  and  confirmation.  Ap¬ 
plications  under  subdivision  (1)  of  this 
paragraph  shall  be  subject  to  applica¬ 
tions  and  claims  of  the  classes  described 
in  subdivision  (2)  of  this  paragraph. 
All  applications  filed  under  this  para¬ 
graph  either  at  or  before  10:00  a.  m.  on 
the  35th  day  after  the  date  of  this  order 
shall  be  treated  as  though  filed  simul¬ 
taneously  at  that  time.  All  applications 
filed  under  this  paragraph  after  10:00 
a.  m.  on  the  said  35th  day  shall  be  con¬ 
sidered  in  the  order  of  filing. 

(b)  Date  for  non-preference-right  fil¬ 
ings.  Commencing  at  10:00  a.  m.  on  the 
126th  day  after  the  date  of  this  order, 
any  lands  remaining  unappropriated 
shall  become  subject  to  such  application, 
petition,  location,  selection,  or  other  ap¬ 
propriation  by  the  public  generally  as 
may  be  authorized  by  the  public-land 
laws.  All  such  applications  filed  either 


at  or  before  10:00  a.  m.  on  the  126th  day 
after  the  date  of  this  order,  shall  be 
treated  as  though  filed  simultaneously 
at  the  hour  specified  on  such  126th  day. 
All  applications  filed  thereafter  shall  be 
considered  in  the  order  of  filing. 

A  veteran  shall  accompany  his  appli¬ 
cation  with  a  complete  photostatic,  or 
other  copy  (both  sides),  of  his  certifi¬ 
cate  of  honorable  discharge,  or  of  an  oflff- 
cial  document  of  his  branch  of  the  serv¬ 
ice  which  shows  clearly  his  honorable 
discharge  as  defined  in  §  181.36  of  Title 
43  of  the  Code  of  Federal  Regulations, 
or  constitutes  evidence  of  other  facts 
upon  which  the  claim  for  preference  is 
based  and  which  shows  clearly  the  pe¬ 
riod  of  service.  Other  persons  claiming 
credit  for  service  of  veterans  must  fur¬ 
nish  like  proof  in  support  of  their  claims. 
Persons  asserting  preference  rights, 
through  settlement  or  otherwise,  and 
those  having  equitable  claims,  shall  ac¬ 
company  their  applications  by  duly  cor¬ 
roborated  statements  in  support  thereof, 
setting  forth  in  detail  all  facts  relevant 
to  their  claims. 

Applications  for  these  lands,  which 
shall  be  filed  in  the  Montana  Land  Office, 
Billings,  Montana,  and  shall  be  acted 
upon  in  accordance  with  the  regulations 
contained  in  §  295.8  of  Title  43  of  the 
Code  of  Federal  Regulations  and  Part 
296  of  that  title,  to  the  extent  that  such 
regulations  are  applicable.  Applications 
under  the  homestead  laws  shall  be  gov¬ 
erned  by  the  regulations  contained  in 
Parts  166  to  170,  inclusive,  of  Title  43 
of  the  Code  of  Federal  Regulations,  and 
applications  under  the  desert-land  laws 
and  the  said  Small  Tract  Act  of  June  1, 
1938,  shall  be  governed  by  the  regula- 
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tions  contained  in  Parts  232  and  257, 
respectively,  of  that  title. 

Inquiries  concerning  these  lands  shall 
be  addressed  to  the  Manager  of  the  Mon¬ 
tana  Land  Office,  Billings,  Montana..  , 

W.  B.  Wallace, 
Regional  Administrator. 

[P.  R.  Doc.  53-8653;  Filed,  Oct.  9.  1953; 

8:48  a.  m.] 

DEPARTMENT  OF  THE  TREASURY 

Bureau  of  Customs 

IT.  D.  533511 

Portuguese  Colony  of  Timor 
ADDITION  to  “no  CONSUL”  LIST 

October  6.  1953. 

In  accordance  with  a  recommendation 
from  the  Department  of  State,  the  Portu¬ 
guese  Colony  of  Timor  is  hereby  added 
to  the  “No  Consul”  list  (1950),  T.  D. 
52407,  as  amended. 

Under  the  provisions  of  section  482  (f) , 
Tariff  Act  of  1930  (19  U.  S.  C.  1482  (f) ). 
an  ir  voice  for  merchandi.se  from  the 
above-named  place  on  foreign  service 
form  138  or,  in  lieu  thereof,  a  commer¬ 
cial  invoice  containing  the  information 
required  by  section  481,  Tariff  Act  of 
1930  (19  U.  S.  C.  1481) ,  may  be  accepted 
if  certified  by  a  consular  officer  of  a  na¬ 
tion  at  the  time  amity  with  the  United 
States.  If  no  such  consular  officer  is 
available,  the  invoice  shall  be  executed 
before  a  notary  public  or  other  officer 
having  an  official  seal. 

[seal!  C.  a.  Emerick, 

Acting  Commissioner  of  Customs. 

IF.  R.  Doc.  53-8656;  Flied,  Oct.  9,  19:3; 

8:49  a.  m.] 

DEPARTMENT  OF  AGRICULTURE 

Production  and  Marketing 
Administration 

Cigar-Filler  (Type  41)  and  Cigar-Filler 

AND  Bi.nder  (Types  42-55)  Tobacco 

MARKETING  QUOTA  REFERENDUM 

The  Secretary  of  Agriculture  has  duly 
proclaimed,  pursuant  to  the  provisions  of 
the  Agricultural  Adjustment  Act  of  1938, 
as  amended,  a  national  marketing  quota 
for  cigar-filler  tobacco  and  a  national 
marketing  quota  for  cigar-filler  and 
binder  tobacco  for  the  marketing  year 
beginning  October  1,  1954.  A  referen¬ 
dum  of  farmers  who  were  engaged  in  the 
production  of  the  1953  crop  of  cigar-filler 
tobacco  and  a  referendum  of  farmers 
who  were  engaged  in  tlie  production  of 
the  1953  crop  of  cigar-filler  and  binder 
tobacco  will  be  held  pursuant  to  the  pro¬ 
visions  of  the  Agricultural  Adjustment 
Act  of  1938,  as  amended,  and  applicable 
regulations,  to  determine  whether  such 
farmers  are  in  favor  of  or  opposed  to 
such  quotas  and  to  determine  whether 
such  farmers  are  in  favor  of  or  opposed 
to  cigar-filler  and  cigar-filler  and  binder 
tobacco  marketing  quotas  for  the  three- 
year  period  beginning  October  1,  1954. 

Registration.  The  operator  on  each 
farm  on  which  cigar-filler  or  cigar-filler 
and  binder  tobacco  was  produced  in  1953 


should  inform  his  county  PMA  office  of 
the  names  and  addresses  of  all  persons 
sharing  in  the  proceeds  of  such  crop  in 
order  that  their  names  may  be  listed  on 
the  register  of  eligible  voters.  The  eli¬ 
gibility  to  vote  of  any  person  may  be 
challenged  if  his  name  is  not  recorded 
on  the  registration  list. 

Eligibility  to  vote.  1.  All  persons  en¬ 
gaged  in  the  production  of  the  1953  crop 
of  cigar-filler  tobacco  are  eligible  to  vote 
in  the  cigar-filler  tobacco  marketing 
quota  referendum  and  farmers  who  were 
engaged  in  the  production  of  the  1953 
crop  of  cigar-filler  and  binder  tobacco 
are  eligible  to  vote  in  the  cigar-filler  and 
binder  tobacco  marketing  quota  referen¬ 
dum  Any  person  who  shares  in  the  pro¬ 
ceeds  of  the  1953  crop  of  cigar-filler  or 
cigar-filler  and  binder  tobacco  as  owner 
(other  than  a  landlord  of  a  standing-rent 
or  fixed-rent  tenant),  tenant,  or  share 
cropper,  is  considered  as  engaged  in  the 
production  of  such  crop  of  tobacco  in 
1953. 

2.  If  several  members  of  the  same 
family  participate  in  the  production  of 
the  1953  crop  of  cigar-filler  or  cigar-filler 
and  binder  tobacco  on  a  farm,  the  only 
member  or  members  of  such  family  who 
shall  be  eligible  to  vote  shall  be  the  mem¬ 
ber  or  members  of  the  family  who  have 
an  independent  bona  fide  status  as  op¬ 
erator,  share  tenant,  or  share  cropper, 
and  are  entitled  as  such  to  share  in  the 
proceeds  of  the  1953  crop. 

3.  No  person  shall  be  eligible  to  vote  in 
any  community  other  than  the  com¬ 
munity  in  which  he  resides  except  as 
follows: 

(a)  Any  person  who  resides  in  a  com¬ 
munity  in  which  there  is  no  polling  place 
shall  be  eligible  to  vote  at  the  polling 
place  designated  for  the  community 
nearest  to  the  community  in  w'hich  he 
was  engaged  in  the  production  of  cigar- 
filler  or  cigar-filler  and  binder  tobacco 
in  1953. 

(b)  Any  person  who  does  not  reside 
in  or  who  will  not  be  present  in  the 
county  in  which  he  engaged  in  the  pro¬ 
duction  of  cigar-filler  or  cigar-filler  and 
binder  tobacco  in  1953  may  obtain  a 
ballot  at  the  most  conveniently  located 
polling  place  and  may  cast  his  ballot  by 
signing  his  name  thereto  and  mailing  it 
to  the  office  of  the  county  committee  in 
which  he  is  engaged  in  the  production  of 
tobacco  in  1953  not  later  than  the  date 
of  the  referendum. 

4.  There  shall  be  no  voting  by  mail 
(except  as  provided  in  par.  3  above),  by 
proxy,  or  by  agent,  but  a  duly  authorized 
officer  of  a  corporation,  association,  or 
other  legal  entity,  or  a  duly  authorized 
member  of  a  partnership,  may  cast  its 
vote. 

5.  Persons  who  planted  tobacco  in  the 
field  in  1953  but  did  not  harvest  any 
tobacco  on  such  acreage  for  any  reason 
except  neglect  to  farm  the  planted  acre¬ 
age  shall  be  regarded  as  engaged  in  the 
production  of  tobacco  in  1953  and  there¬ 
fore  eligible  to  vote  in  the  referendum. 
Any  farmer  who  did  not  plant  tobacco 
in  the  field  shall  not  be  eligible  to  vote. 

6.  No  person  (whether  an  individual, 
partnership,  corporation,  association  or 
other  legal  entity)  shall  be  entitled  to 
more  than  one  vote  in  the  referendum 
even  though  he  may  have  been  engaged 


in  the  production  of  tobacco  on  several 
faims  in  the  same  or  in  two  or  more 
communities,  counties,  or  States  in  1953. 

7.  In  the  event  two  or  more  per.sons 
were  engaged  in  producing  tobacco  in 
1953  not  as  members  of  a  partnership 
but  as  tenants  in  common  or  joint  ten* 
ants  or  as  owners  of  community  prop, 
erty,  each  such  person  shall  be  eligible 
to  vote. 

Time  and  place  for  balloting.  The 
cigar-filler  tobacco  and  the  cigar-fiUer 
and  binder  tobacco  marketing  quota  ref¬ 
erenda  will  be  held  on  Thursday,  Octo¬ 
ber  29,  1953.  The  place  of  voting  and 
the  hours  which  the  polls  will  be  open 
for  voting  in  each  community  will  be 
announced  by  the  County  PMA  Com¬ 
mittee. 

Done  at  Washington,  D.  C.,  this  7th 
day  of  October  1953.  Witness  may  hand 
and  the  seal  of  the  Department  of 
Agriculture. 

rsE.\L]  Ezra  Taft  Benson, 

Secretary  of  Agriculture. 

IF.  R.  Etoc,  53-8661;  Filed.  Oct.  9,  1953; 

8:50  a.  m.] 


Maryland  Tobacco 

MARKETING  QUOTA  REFERENDUM 

The  Secretary  of  Agriculture  has  duly 
proclaimed,  pursuant  to  the  provisions  of 
the  Agricultural  Adjustment  Act  of  1938, 
as  amended,  a  national  marketing  quota 
for  Maryland  tobacco  for  the  marketing 
year  beginning  October  1,  1954.  A  ref¬ 
erendum  of  farmers  who  were  engaged 
in  the  production  of  the  1953  crop  of 
Maryland  tobacco  will  be  held  pursuant 
to  the  provisions  of  the  Agricultural  Ad¬ 
justment  Act  of  1938,  as  amended,  and 
applicable  regulations,  to  determine 
whether  such  farmers  are  in  favor  of 
or  opposed  to  such  quota  and  to  deter¬ 
mine  whether  such  farmers  are  in  favor 
of  or  opposed  to  Maryland  toba(5co  mar¬ 
keting  quotas  for  the  3-year  period  be¬ 
ginning  October  1,  1954. 

Registration.  The  operator  on  each 
farm  on  which  Maryland  tobacco  was 
produced  in  1953  should  inform  his 
county  PMA  office  of  the  names  and 
addresses  of  all  persons  sharing  in  the 
proceeds  of  such  crop  in  order  that  their 
names  may  be  listed  on  the  register  of 
eligible  voters.  The  eligibility  to  vote 
of  any  person  may  be  challenged  if  his 
name  is  not  recorded  on  the  registration 
list. 

Eligibility  to  vote.  All  persons  en¬ 
gaged  in  the  production  of  the  1953  crop 
of  Maryland  tobacco  are  eligible  to  vote 
in  the  referendum.  Any  person  who 
shares  in  the  proceeds  of  the  1953  crop 
of  Maryland  tobacco  as  owner  (other 
than  a  landlord  of  a  standing-rent  or 
fixed-rent  tenant),  tenant,  or  share 
cropper,  is  considered  as  engaged  in  the 
production  of  such  crop  of  tobacco  in 
1953. 

2.  If  several  members  of  the  .'^aine 
family  participate  in  the  production  of 
the  1953  crop  of  Maryland  tobacco  on  a 
farm,  the  only  member  or  members  of 
such  family  who  shall  be  eligible  to  vote 
shall  be  the  member  or  members  of  the 
family  who  have  an  independent  bona 
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NOTICES 


(g)  Provide  other  departments  and 
agencies  of  the  Executive  Branch  and 
the  Congress  with  required  information 
and  judgment  concerning  the  viewpoints 
and  interests  of  business  and  industry; 

(h)  Cooperate  in  assuring  consider¬ 
ation  of  the  domestic  needs  of  small 
business  enterprises  with  the  view  to 
strengthening  their  position  in  the 
national  economy; 

(i)  Obtain  the  views  and  advice  of 
business  through  the  establishment  of, 
and  consultation  with,  industry  coun¬ 
cils  and  industry  advisory  committees, 
and  through  cooperation  with  trade 
associations; 

(j)  Eiicourage  efiScient  and  effective 
domestic  distribution  of  goods  and  serv¬ 
ices  to  further  the  expansion  of  domestic 
markets  necessary  for  optimum  utiliza¬ 
tion  of  the  Nation’s  productive  capacity; 

(k)  Act  as  a  clearing  house  for  Gov¬ 
ernment  technological  information  of 
interest  to  business  and  assist  industry 
in  the  voluntary  standardization  of 
products;  and 

(l)  Cooperate  with  other  agencies  of 
Government  in  programs  to  achieve  eco¬ 
nomic  stability  and  growth  and  with 
industry  in  the  development  of  indus¬ 
trial  and  business  programs  having  as 
their  purpose  a  sound,  prosperous  and 
expanding  economy. 

5.  Functions  of  the  Office  of  the  Ad- 
ministrator.  (a)  'The  Administrator 
shall  determine,  develop  and  coordinate 
policies  and  programs  and  direct  all 
operations  of  the  Business  and  Defense 
Services  Administration.  To  achieve  a 
proper  balance  between  the  foreign  and 
domestic  responsibilities  of  the  Depart¬ 
ment  of  Commerce,  the  Administrator 
shall,  however,  consult  and  collaborate 
with  the  Assistant  Secretary  for  Inter¬ 
national  Affairs.  The  Administrator 
shall  also  assist  the  Bureau  of  Foreign 
Commerce  in  carrying  out  its  policies 
and  service  to  business  programs  for  the 
promotion  of  United  States  interna¬ 
tional  trade  and  investment. 

(b)  The  Deputy  Administrator  shall 
be  the  chief  operating  aide  to  the  Ad¬ 
ministrator  and  assist  in  the  direction  of 
the  operations  of  the  Administration  and 
perform  other  duties  assigned  by  the 
Administrator. 

(c)  The  Assistant  Administrators 
shall  recommend  to  and  advise  with  the 
Administrator  and  the  Assistant  Secre¬ 
taries  of  Commerce  on  policies  and  pro¬ 
grams  and  advise  on  the  practical 
application  of  such  programs  and 
policies  to  the  operation  of  the  Adminis¬ 
tration.  Tliey  shall  provide  the  Admin¬ 
istration  with  the  point  of  view  of 
industry  in  general  and  the  point  of 
view  of  specific  industries  represented  by 
the  Industry  Divisions  in  their  assigned 
areas. 

(d)  The  Assistant  Deputy  Adminis¬ 
trator  shall  assist  the  Administrator, 
Deputy  Administrator,  and  the  Assistant 
Administrators  in  the  performance  of 
staff  and  administrative  functions,  and 
shall  perform  such  other  duties  as  as¬ 
signed  by  the  Administrator.  He  shall 
secure  all  administrative  services  for  the 
Administration  through  the  offees  re¬ 
porting  to  tlie  Assistant  Secretary  of 
Commerce  for  Administration. 


6.  Functions  of  staff  offices,  (a)  The 
staff  offices  described  below  shall  coop¬ 
erate  and  work  in  conjunction  with  In¬ 
dustry  Divisions  in  areas  of  mutual  in¬ 
terest  and  shall  furnish  such  technical 
staff  service  as  may  be  required  by  in¬ 
dividual  Industry  Divisions  to  carry  out 
assigned  responsibilities. 

(b)  The  Office  of  Technical  Services 
shall  work  with  and  assist  State  plan¬ 
ning  and  development  groups,  and  re¬ 
gional  and  local  area  development 
agencies  in  studying  the  economic  prob¬ 
lems  and  potentialities  of  an  area  as  a 
whole  and  in  developing  programs  for 
making  greater  use  of  local  resources  and 
expanding  the  industry  and  commerce 
of  the  area  by  making  the  data,  skills 
and  experience  of  the  Department  avail¬ 
able  to  such  organizations;  assist  in¬ 
dustries  to  develop  and  agree  upon  com¬ 
mercial  standards  as  to  quality,  testing, 
and  ratings;  collect  and  compile  scien¬ 
tific  and  technical  information  on  tech¬ 
nological  productivity  for  dissemination 
to  business  enterprises;  shall  serve  as  the 
point  of  contact  with  trade  associations 
and  other  non-profit  trade  groups  for 
the  purpose  of  encouraging  their  coop¬ 
eration  and  obtaining  recommendations 
with  respect  to  the  domestic  commerce 
programs  and  activities  of  the  Depart¬ 
ment;  and  bring  to  the  attention  of 
American  inventors,  in  cooperation  with 
the  National  Inventors  Council  and  rep¬ 
resentatives  of  the  Department  of  De¬ 
fense  and  such  other  Federal  agencies 
as  may  wish  representation,  the  techni¬ 
cal  problems  of  Government  groups. 

(c)  'The  Office  of  Small  Business  shall 
act  as  advisor  to  the  Administrator  and 
other  officials  of  the  Department  on 
small  business  aspects  and  interests  in¬ 
volved  in  the  programs  and  operations 
of  the  Department.  Among  other  func¬ 
tions  it  shall  participate  in  mobilization 
planning  carried  on  by  the  Business 
and  Defense  Services  Administration  for 
the  purpose  of  insuring  proper  consid¬ 
eration  of  small  concerns;  and  review 
existing  and  proposed  publications  of  the 
Business  and  Defense  Services  Adminis¬ 
tration  with  respect  to  their  impact  on 
small  business.  It  shall  be  the  focal 
point  in  the  Department  for  liaison  with 
the  Small  Business  Administration. 

(d)  The  Office  of  Distribution  shall 
provide  a  focal  point  within  the  Depart¬ 
ment  of  Commerce  for  the  retail,  whole¬ 
sale  and  service  trades,  and  for  all  others 
engaged  in  the  domestic  distribution  of 
goods  and  services;  collect,  analyze  and 
disseminate  information  on  domestic 
market  characteristics  and  potentials  by 
industry  and  geographical  areas;  coop¬ 
erate  with  other  data  collection  agencies 
for  the  development  of  effective  pro¬ 
grams  for  the  exchange  of  marketing  in¬ 
formation;  and  advise  on  policy  issues 
affecting  the  domestic  distribution  and 
service  trades,  and  the  impact  of  cur¬ 
rent  or  proposed  marketing  laws  and 
regulations  upon  the  effective  operation 
of  such  distribution  activities. 

7.  Functions  of  the  Industry  Divisions. 

(a)  Each  Industry  Division  of  the  Busi¬ 
ness  and  Defense  Services  Administra¬ 
tion  is  assigned  functions  and  responsi¬ 
bilities  with  respect  to  individual  or  re¬ 
lated  segments  of  American  domestic 
industry. 


(b)  'The  Industry  Divisions  shall  Inl. 
tiate  policy  and  program  proposals  af¬ 
fecting  their  respective  areas  of  opera¬ 
tions  for  submission  to  and  consideration 
and  decision  by  the  Administrator. 

(c)  The  functions  of  the  Industry 

Divisions  relating  to  defense  production  I 
and  mobilization  readiness  shall  be  car-  1 
ried  out  in  accordance  with  operating 
functions  delegated  to  the  Secretary  of  , 
Commerce  under  the  Defense  Produc-  ^ 
tion  Act  of  1950,  as  amended,  and  by  il 
the  Director  of  the  Office  of  Defense  | 
Mobilization.  | 

(d)  The  Industry  Divisions  shall  co¬ 

operate  with  other  organizations  of  the  j 
Department  of  Commerce,  other  govern-  |j 
mental  agencies  and  business  and  indus-  J 
try  in  developing  programs  of  practical 
value  to  the  business  and  industrial  com¬ 
munities  so  as  to  foster  a  common  under-  ; 
standing  of  the  problems  of  Government  [ 
and  business.  ' 

(e)  More  specifically,  the  Industry  | 
Divisions  shall  perform  the  following  li 
functions  as  prescribed  by  the  Adminis-  I 
trator:  '1 

(1)  Defense  production  activities: 

(1)  Administer  the  Defense  Materials  i 

System  and  take  related  actions  in  sup-  ' 
port  of  military  and  atomic  energy  ■ 
programs,  : 

(ii)  Review  and  make  recommen-  ' 

dations  to  the  Office  of  Defense  Mo¬ 
bilization  on  expansion  goals,  tax  , 
amortization,  and  domestic  loan  applies-  ^ 
tions,  and  j 

(iii)  Make  recommendations  on  the  ^ 

stockpiling  or  the  disposal  of  stockpiled  ; 
strategic  materials  and  equipment  in  re-  j 
lation  to  industrial  requirements  to  avoid 
any  adverse  effects  on  the  national  | 
economy;  ; 

(2)  Mobilization  preparedness  activi-  J 
ties: 

(i)  Participate  In  the  development  of  | 
the  Government’s  Mobilization  Base  ’ 
Program  for  the  provision  of  adequate  S- 
industrial  facilities  in  the  event  of  na-  ? 
tional  emergency, 

(ii)  Provide  the  mobilization  authorl-  : 

ties  with  basic  data  for  use  in  the  identi-  j 
fication  and  rating  of  facilities  to  be  I 
protected  against  the  possibilities  of  ‘ 
enemy  damage,  and  i 

(iii)  Provide  assistance  to  the  Office  of  ; 

Defense  Mobilization  in  regard  to  partic-  i 
ipation  with  industry  in  post-attack  i 
planning;  ' 

(3)  Business  services  activities: 

(i)  In  furtherance  of  economic  sta-  ; 

bility  and  growth,  provide  information  j 
and  recommend  to  the  Administrator 
and  the  Assistant  Secretary  for  Domestic 
Affairs  policies  designed  to  promote  in- 
dustrial  expansion  and  business  progress  j 
for  their  guidance  in  the  determination 
of  policy  and  in  the  presentation  of  busi-  j 
ness  opinion  and  advice  to  the  E-xecu-  | 
tive  and  Legislative  Branches,  a 

(ii)  Collect,  analyze  and  disseminate 
information  on  the  condition  and  levels  ^ 
of  business  activity  in  specific  industries  a 
and  trades  pertinent  to  the  production  5 
and  marketing  of  industrial  commodities  | 
and  resources  for  governmental  purposes  : 
and  as  a  service  to  business  and  trade  i 
groups, 

(iii)  Evaluate  policies,  plans,  activities 
and  orders  of  the  Department  of  Com¬ 
merce,  as  well  as  existing  and  proposed 
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legislation  affecting  business,  from  the 
standpoint  of  the  workability  of  these 
jneasures  in  everyday  business  and  in¬ 
dustrial  operation  and  report  to  the  Ad¬ 
ministrator  and  the  Assistant  Secretary 
lor  Domestic  Affairs. 

(iv)  Assess  the  impact  of  Government 
operations  insofar  as  they  impinge  on 
the  interests  of  private  business  and  re¬ 
port  such  assessments  to  the  Adminis¬ 
trator  and  to  the  Assistant  Secretary  for 
Domestic  Affairs,  and 
(v>  Assist  domestic  business  in  its  re¬ 
lations  with  other  departments  and 
agencies  of  the  Government. 

8.  Functions  of  the  Office  of  Field 
Services.  The  OfiBce  of  Field  Services 
shall  carry  out  the  field  programs  of 
the  Business  and  Defense  Services  Ad¬ 
ministration.  It  shall  also  carry  out  the 
field  programs  of  the  Bureau  of  Foreign 
Commerce  and  such  other  bureaus  and 
organizational  units  of  the  Department 
as  the  Secretary  of  Commerce  may  di¬ 
rect.  Through  departmental  field  and 
cooperative  offices,  the  Office  of  Field 
Services  shall  make  the  Department’s 
services  and  facilities  readily  available 
to  the  business  community,  and  shall 
serve  to  establish  and  maintain  on  a  local 
level  the  Department’s  relationship  to 
the  business  community. 

9.  Transfer  provisions,  (a)  There  are 
hereby  transferred  to  the  Business  and 
Defense  Services  Administration  the 
functions  and  responsibilities  of:  (1) 
Ibe  Office  of  Field  Service  from  the  Of¬ 
fice  of  the  Assistant  Secretary  of  Com¬ 
merce  for  Administration;  (2)  the  Office 
of  Technical  Services;  (3)  the  Office  of 
Distribution;  (4)  the  Office  of  Industry 
and  Commerce,  which  are  hereby  as¬ 
signed  to  the  Office  of  Technical  Serv¬ 
ices;  and  (5)  the  Industry  Evaluation 
Board,  as  continued  by  Executive  Order 
10421  of  December  31,  1952. 

(b)  The  National  Production  Au¬ 
thority  is  hereby  abolished. 

(c)  The  Assistant  Secretary  of  Com¬ 
merce  for  Administration,  acting 
through  appropriate  offices  of  the  De¬ 
partment,  shall  determine  and  arrange 
for  the  proper  transfer  of  personnel, 
funds,  records  and  equipment  of  the 
units  referred  to  in  9  (a)  and  9  (b)  above. 

10.  Effect  on  previous  orders  and  is- 
tuances.  (a)  The  following  Federal 
Register  notices  are  superseded:  14  F.  R. 
6450-6451;  15  F.  R.  3594-3595;  15  F.  R. 
4752-4753;  16  F.  R.  6585;  17  F.  R.  4305- 
4308;  18  F.  R.  521;  18  F.  R.  1216. 

(b)  All  rules,  regulations,  orders,  cer¬ 
tificates,  directives,  delegations,  and 
other  official  actions  issued  by  or  relat¬ 
ing  to  the  National  Production  Authority, 
ony  official  thereof,  or  the  units  referred 
to  in  9  (a)  above  shall  remain  in  effect 
until  amended  or  revoked  by  proper  au¬ 
thority.  Any  reference  in  any  rule,  reg¬ 
ulation,  order,  certificate  or  other  offi- 
oial  action  to  those  organizations  shall, 
^erc  required,  be  deemed  to  refer  to 
the  Business  and  Defense  Services 
Administration. 

Effective  date;  October  1,  1953. 

ISEAL]  Sinclair  Weeks, 

Secretary  of  Commerce. 

R.  Doc.  63-8637;  Piled,  Oct.  9,  1963; 

8:46  a.  m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  E-6482] 

Pacific  Gas  and  Electric  Co. 

ORDER  postponing  DATE  FOR  ORAL  ARGUMENT 

By  order  issued  September  21, 1953,  the 
Commission  ordered  reargument  in  the 
above-entitled  matter  on  October  12, 
1953,  particularly  with  respect  to  certain 
questions  set  forth  in  the  order.  Pacific 
Gas  and  Electric  Company  by  petition 
filed  October  5,  1953,  asks  for  postpone¬ 
ment  of  reargument  to  a  date  approxi¬ 
mately  four  weeks  later,  to  allow  further 
time  for  preparation.  Neither  counsel 
for  Sierra  Pacific  Power  Company  nor  for 
the  Staff  oppose  the  requested  postpone¬ 
ment. 

The  Commission  orders :  The  date  for 
reargument  in  the  above-entitled  matter 
be  and  it  is  hereby  postponed  from  Octo¬ 
ber  12,  1953,  to  November  10,  1953,  at 
10:00  a.  m.,  e.  s.  t.,  in  the  Hearing  Room 
of  the  Federal  Power  Commission,  at 
441  G  Street  NW.,  Washington,  D,  C. 

Adopted:  October  6, 1953. 

Issued:  October  6, 1953. 

By  the  Commission. 

[seal]  J.  H.  Gutride, 

Acting  Secretary. 

[P.  R.  Doc.  53-8639;  Piled,  Oct.  9,  1953; 

8:46  a.  m.] 


[Docket  No.  G-22171 
Northern  Natural  Gas  Co. 

NOTICE  OF  CONTINUANCE  OF  HEARING 

October  6,  1953. 

Notice  is  hereby  given  that  the  hearing, 
now  scheduled  to  commence  on  October 
19,  1953,  is  continued  to  10:00  a.  m., 
e.  s.  t.,  October  26,  1953,  in  the  Commis¬ 
sion’s  Hearing  Room,  441  G  Street  NW., 
Washington,  D.  C.,  and  the  date  on 
which  proposed  written  testimony  and 
exhibits  are  to  be  served  is  extended  from 
October  12,  1953,  to  October  19,  1953. 

[seal]  J.  H.  Gutride, 

Acting  Secretary. 

[P.  R.  Doc.  53-8638:  Piled,  Oct.  9,  1953; 

8:46  a.  m.] 

INTERSTATE  COMMERCE 
COMMISSION 

[4th  Sec.  Application  28530] 

Sand  and  Gravel  From  New  York,  New 

Jersey  and  Pennsylvania  to  the 

Southwest 

APPLICATION  FOR  RELIEF 

October  7,  1953. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Piled  by:  F.  C.  Kratzmeir,  Agent,  for 
carriers  parties  to  schedules  listed  below. 

Commodities  involved:  Sand  and 
Kravel.  carloads. 


Prom:  Points  In  New  York,  New 
Jersey,  and  Pennsylvania. 

To:  Points  in  the  Southwest. 

Grounds  for  relief :  Competition  with 
rail  carriers,  circuitous  routes. 

Schedules  filed  containing  proposed 
rates:  P.  C.  Kratzmeir,  Agent,  tariff 
I.  C.  C.  No.  3912,  supp.  209;  F.  C.  Krantz- 
meir.  Agent,  tariff  I.  C.  C.  No.  3899,  supp. 
162;  F.  C.  Kratzmeir.  Agent,  tariff  I.  C.  C. 
No.  3919,  supp.  187;  F.  C.  Kiatzmeir, 
Agent,  tariff  I.  C.  C.  No.  4053,  supp  22; 
F.  C.  Kratzmeir,  Agent,  tariff  I.  C.  C.  No. 
4049,  supp  19. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their  inter¬ 
est,  and  the  position  they  intend  to  take 
at  the  hearing  with  respect  to  the  appli¬ 
cation.  Otherwise  the  Commission,  in 
its  discretion,  may  proceed  to  investigate 
and  determine  the  matters  involved  in 
such  application  without  further  or  for¬ 
mal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing, 
upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission. 

[SEAL]  George  W.  Laird, 

Acting  Secretary. 

[P.  R.  Doc.  53-8645;  Filed,  Oct.  9,  1953; 

8:47  a.  m.] 


[4th  Sec.  Application  28531] 

Latex  From  Baton  Rouge  and  North 

Baton  Rouge,  La.,  to  Southern,  Offi- 

CI4I,  Illinois  and  Western  Trunk- 

Line  Territories 

APPLICATION  FOR  RELIEF 

October  7,  1953. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Filed  by:  R.  E.  Boyle,  Jr.,  Agent,  for 
carr’ers  parties  to  schedules  listed  below. 

Commodities  involved:  Latex  (liquid . 
crude  rubber),  carloads. 

From :  Baton  Rouge  and  North  Baton 
Rouge.  La. 

To:  Points  in  southern,  official,  Illinois, 
and  western  trunk-line  territories. 

Grounds  for  relief:  Competition  with 
rail  carriers,  circuitous  routes,  to  apply 
rates  constructed  on  the  basis  of  the 
short -line  distance  formula,  additional 
routes  and  destinations. 

Schedules  filed  containing  proposed 
rates:  C.  A.  Spaninger,  Agent,  tariff 
I.  C.  C.  No.  1167,  supp.  99;  W.  P.  Emer¬ 
son,  Jr.,  Agent,  tariff  I.  C.  C.  No.  412, 
supp.  8;  W.  P.  Emerson,  Jr.,  Agent, 
tariff  I.  C.  C.  No.  417,  supp.  30. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
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the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their  inter¬ 
est,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  inves¬ 
tigate  and  determine  the  matters  in¬ 
volved  in  such  application  without  fur¬ 
ther  or  formal  hearing.  If  because  of  an 
emergency  a  grant  of  temporary  relief 
is  found  to  be  necessary  before  the  ex¬ 
piration  of  the  15-day  period,  a  hearing, 
upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Lahid,  ’ 

Acting  Secretary. 

[P.  R.  Doc.  53-8646;  Piled,  Oct.  9.  1953; 

8:47  a.  m.] 


[4th  Sec.  Application  28532] 

Vegetables  From  Florida  to  C.anada 
application  for  relief 

October  7,  1953. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  R.  E.  Boyle,  Jr.,  Agent,  for 
carriers  parties  to  schedule  listed  below. 

Commodities  involved :  Cabbage, 
celery,  and  tomatoes,  carloads. 

From:  Points  in  Florida. 

To:  Calgary,  Edmonton,  Medicine  Hat, 
Alta,  Brandon,  and  V/innipeg,  Man.; 
Moose  Jaw,  Prince  Albert,  Regina,  Saska¬ 
toon,  and  Yorkton,  Sask. 

Grounds  for  relief:  Competition  with 
rail  carriers,  circuitous  routes,  to  main¬ 
tain  grouping. 

Schedules  filed  containing  proposed 
rates:  C.  A.  Spaninger,  Agent,  tariff 
I.  C.  C.  No.  1195,  supp.  56. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their  in¬ 
terest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  in¬ 
vestigate  and  determine  the  matters  in¬ 
volved  in  such  application  without 
further  or  formal  hearing.  If  because 
of  an  emergency  a  grant  of  temporary 
relief  is  found  to  be  necessary  before  the 
expiration  of  the  15-day  period,  a  hear¬ 
ing,  upon  a  request  filed  within  that  pe¬ 
riod,  many  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Acting  Secretary. 

[F.  R.  Doc.  53-8647;  Piled,  Oct.  9,  1953; 

8:47  a.  m.] 


(4th  Sec.  Application  28533] 

Scrap  Iron  From  the  South  to  Phila¬ 
delphia,  Eddtstone,  and  Odenwelder, 

Pa. 

APPLICATION  FOR  RELIEF  ^ 

October  7,  1953. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long -and -short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  R.  K  Boyle,  Jr.,  Agent,  for 
carriers  parties  to  schedule  listed  below. 

Commodities  involved:  Scrap  iron  or 
steel,  carloads. 

From:  Points  in  southern  territory. 

To:  Philadelphia,  Eddystone,  and 
Odenwelder,  Pa. 

Grounds  for  relief:  Competition  with 
rail  carriers,  circuitous  routes,  to  main¬ 
tain  grouping,  to  apply  rates  constructed 
on  the  basis  of  the  short-line  distance 
formula. 

Schedules  filed  containing  proposed 
rates:  C.  A,  Spaninger,  Agent,  tariff 
I.  C.  C.  No.  1329,  supp.  16. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission,  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  respect 
to  the  application.  Otherwise  the  Com¬ 
mission.  in  its  discretion,  may  proceed 
to  investigate  and  determine  the  matters 
involved  in  such  application  without  fur¬ 
ther  or  formal  hearing.  If  because  of 
an  emergency  a  grant  of  temporary  re¬ 
lief  is  found  to  be  necessary  before  the 
expiration  of  the  15-day  period,  a  hear¬ 
ing,  upon  a  request  filed  within  that 
period,  may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Acting  Secretary. 

[F.  R.  Dec.  53-8648;  Filed,  Oct.  9,  1953; 

8:48  a.  m.] 


[4th  Sec.  Application  28534] 

Phosphate  Rock  From  Florida  to  Day- 
ton  AND  Middletown,  Ohio 

APPLICATION  FOR  RELIEF 

October  7,  1953. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  R.  E.  Boyle,  Jr.,  Agent,  for 
the  Atlantic  Coast  Line  Railroad  Com¬ 
pany  and  other  carriers. 

Commodities  involved:  Phosphate 
rock,  carloads. 

Fi'ora:  Points  in  Florida. 

To:  Dayton  and  Middletown,  Ohio. 

Grounds  for  relief :  Competition  with 
rail  carriers,  circuitous  routes,  addi¬ 
tional  routes. 


Any  Interested  person  desiring  th 
Commission  to  hold  a  hearing  up<: 
such  application  shall  request  the  Com¬ 
mission  in  writing  so  to  do  within  i; 
days  from  the  date  of  this  notice,  a 
provided  by  the  general  rules  of  practi, 
of  the  Commission,  Rule  73,  piisor 
other  than  applicants  should  fairly  d:- 
close  their  interest,  and  the  position  iht 
intend  to  take  at  the  hearing  with  re¬ 
spect  to  the  application.  Otherwise 
Commission,  in  its  discretion,  may  pre 
ceed  to  investigate  and  determine  t! 
matters  involved  in  such  applicatit: 
without  further  or  formal  hearing,  i; 
because  of  an  emergency  a  grant  c 
temporary  relief  is  found  to  be  ncce  sea.,, 
before  the  expiration  of  the  IS-da  ' 
period,  a  hearing,  upon  a  request  111- 
within  that  period,  may  be  held  .^u'; : 
sequently.  | 

By  the  Commission. 

[SEAL]  George  W.  Laird, 

Acting  Secretary. 

[F.  R.  Doc.  53-8649;  Piled,  Oct.  9,  1953; 

8:48  a.  m.] 


[4th  Sec.  Application  28535]  i 

Sugar  From  Richmond,  Va.,  to  | 

Goldsboro,  N.  C. 

application  for  relief 

October  7,  1953. 

The  Commission  is  in  receipt  of  the! 
above-entitled  and  numbered  applica-l 
tion  for  relief  from  the  long-and-shortr| 
haul  provision  of  section  4  (1)  of  the; 
Interstate  Commerce  Act. 

Filed  by:  R.  E.  Boyle,  Jr..  Agent,  for 
the  Atlantic  and  East  Carolina  Railway 
Company  and  other  carriers. 

Commodities  involved:  Sugar,  car*| 
loads. 

From:  Richmond,  Va. 

To:  Goldsboro.  N.  C. 

Grounds  for  relief:  Competition  with 
rail  carriers,  circuitous  routes. 

Schedules  filed  containing  proposed 
rates:  W.  P.  Emerson,  Jr..  Agent,  tariff 
I.  C.  C.  No.  380,  supp.  188.  • 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their  inter¬ 
est,  and  the  position  they  intend  to  take 
at  the  hearing  with  respect  to  the  appli¬ 
cation.  Otherwise  the  Commission,  in 
its  discretion,  may  proceed  to  investigate 
and  determine  the  matters  involved  in 
such  application  without  further  or  for¬ 
mal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15 -day  period,  a  hearing,  upon 
a  request  filed  within  that  period,  may  be 
held  subsequently. 

By  the  Commission. 

[SE.AL]  George  W.  Lmrd, 

Acting  Secretary. 

[P.  R.  Doc.  53-8650;  Filed.  Oct.  9,  1953: 

8:48  a.  tn.J 


